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LPRESSURE BOILER 


MHE PRESSURE CEILING 


To bring new efficiency levels 


Progress toward the greatest possible efficiency in 
power generation has taken a spectacular stride 
with the development of the B&W Universal 
Pressure Boiler unit that will utilize unprecedented 
pressures and steam temperatures . . . will make 
possible the most efficient steam-electric generat- 
ing unit ever built. 


Through cooperative research and development, 
efficiency of power generation in the United States 
has been advancing steadily. However, across the 
path of development stood the critical ‘pressure 

. 3206 psi . . . beyond which steam and water 
could no longer be separated. If further important 
economies were to be achieved, this barrier had 
to be broken. Only by going to pressures far 
beyond anything being used could new and 
broader avenues to greater economy be opened. 
This is the significance of the Universal Pressure 
Boiler and the new turbo-generator installation 
for the Philo Plant of the Ohio Power Company. 


The new B&W UNIVERSAL PRESSURE BOILER will be of the 

once-through type in which water at 5500 psi will be 
pumped through and ch d into rheated steam in 
© single fast passage through the boiler tubes. Steam at 
4500 psi and 1150 F—aimost double the current highest 
steam pressure and 50 F above the present highest tem- 
Perature—will spin the specially designed turbo-generator. 





in steam-electric generation 


In 1923, the earliest Reheat Unit in the country, 
generating 40,000 kw, was installed at the Philo 
Plant. Its design pressure was 650 psi with initial 
steam temperature of 750F. By 1937, a new record 
high pressure—2650 psi drum design, with 940F 
at the superheater outlet—was established with a 
B&W Open-Pass Boiler for Twin Branch Station of 
Indiana & Michigan Electric Company. And now, 
again at Philo Plant, in the same building and on 
the existing foundation of the original 40,000 kw 
unit, the new B&W Universal Pressure Boiler, with 
a turbo-generator operating at 4500 psi and 1150F, 
will produce 120,000 kw, in the same space and 
using 45% less fuel per kilowatt-hour. 

Smashing through the pressure ceiling—3206 
psi—is a culminating achievement typical of the 
imaginative daring which has marked previous 
advances in economy of steam-electric generation. 
It opens a new era for the American utility industry 


Two stages of reheat will be employed in the boiler—the 
first at 1150 psi and 1050 F and the second at 165 psi 
ond 1000 F—and it will be equipped with three B&W 
CYCLONE FURNACES fo assure most rapid ond complete 
combustion of the coal, with mini ond 
greatly reduced fly ash discharge from the stack. 





The Universal Pressure Boiler accomplishes two vital savings: 


By eliminating the steam drum and making possible a completely new 
concept of arranging heat absorbing surfaces, building requirements 


and erection costs will be. moterially reduced, 
* ee 






BOILER 
DIVISION 


through the use of a highly efficient 


steom cycle. 
8 


Radical reduction in fuel consumption 
important 
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"kone who have been talking or even 
thinking about chances of a “reces- 
sion” during this or next year were given 
food for thought by a recent joint report 
of the Commerce and Labor departments. 
This report indicates that more money 
Was spent on construction in the United 
States in the first six months of 1953 
than in the first half of any other year. 
New construction, reported at a record 
high level, even after making allowances 
for higher prices, totaled nearly $16 bil- 
lion—almost 8 per cent higher than in the 
first six months of last year. 


PUBLIC utility construction continued 
to keep pace with private housing, and 
the only significant decreases were in 
public housing and public hospital con- 
struction. This does not sound like re- 
cession in that very branch of our econ- 
omy which contributes the most to the 
installation and consumption of public 
utility services. Certainly, public utility 
companies, by and large, are making no 
immediate plans for any curtailment. The 
trend is still in the other direction, 


But with the slowing down of some 
forms of commercial activity in prospect, 
as the result of higher interest costs and 


W, G. BOURNE, JR. 
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tighter credit at the banks, it is only nat- 
ural that some thought should be given 
to what would be the outlook if a reces- 
sion should develop. This is not taking 
a pessimistic view, but simply a realistic 
checking on the “reefing gear,” which 
every good navigator of either sail ships 
or business knows should be inspected 
regularly. 


In this issue we have such a realistic 
appraisal of how even a mild recession 
would affect the earnings of regulated 
utility companies, particularly the elec- 
tric utility industry. Much would depend, 
of course, on both intensity and duration. 
But even so there would be offsetting 
compensations. 


— R, Asrams, New York finan- 
cial analyst, author of the article en- 
titled “How Would a Recession Affect 
Utilities ?” is well known in all circles of 
utility finances, He answers some im- 
portant questions to be considered in the 
event of a recession at any time in the in- 


definite future. Mr. Asrams’ articles 
frequently appear in Barron’s and other 
financial and economic business publica- 
tions. 
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Do you have a special problem in utility financing? This Index 
tells at a glance how Irving Trust Company may be of help. 





You probably know the Irving aids to executives in the complex 
Public Utility Round Tables and __ field of utility financing. 
may very well be acquainted with our New approaches to problems you 
monthly Security Price Data Sheets. are now studying may be suggested 
Working daily with utility com- by our new booklet, “Index of Bank 
panies and in close touch with the Aids for Public Utilities.” Simply 
financial community, we are in a_ write to Irving Trust Company at 
position to offer a number of special One Wall Street for a copy. 


IRVING TRUST COMPANY 


ONE WALL STREET . NEW YORK 15, N. Y. 























Capital Funds over $122,000,000 Total Resources over $1,200,000,000 


Wituram N. Enstrom, Chairman of the Board Ricuarp H. West, President 
Public Utilities Department — Joun F. Cutps, Vice President in Charge 
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8 PAGES WITH THE EDITORS (Continued) 


HE statistical needs of the Federal 
‘See have grown from a sim- 
ple decimal requirement to the status of 
thousands of questionnaires, But no ma- 
terial benefits are claimed by the indus- 
try from the many reports regularly re- 
quired by the regulatory agencies. W. B. 
Bourne, JR., vice president, Common- 
wealth Services Inc., and a member of 
the Advisory Council on Federal Re- 
ports, in his article beginning on page 
141, gives a detailed description of the 
relationship between the Bureau of the 
Budget and the Advisory Council. 


Mr. Bourne has been associated in 
public utility operations for approximate- 
ly forty years and has given special at- 
tention to public utility financing and re- 
lated matters, He was treasurer of the 
old Commonwealth & Southern Corpo- 
ration at the time of its dissolution in 
1945. He is at present a member of the 
Advisory Council of the Bureau of the 
Budget and director of the Peoples Na- 
tional Bank & Trust Company, White 
Plains, New York. 


* o* 2k 


a current governmental practices, 
none has fewer standards and safe- 
guards than legislative investigations. 


Such investigations pose a_ potential 
threat to the utilities. In recent years the 
utility industry has set a national example 


ERNEST R, ABRAMS 
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among economic groups in fulfilling its 
responsibility to present its case on pend- 
ing policy questions. FREDERICK G, Dut- 
TON, assistant counsel, Southern Coun- 
ties Gas Company of California, whose 
article begins on page 146, says the chal- 
lenge to take a stand now for constitu- 
tional liberties is a matter of both public 
service and self-preservation. 


Mr. DutTTON is a graduate of the Uni- 
versity of California (with honors) and 
Stanford Law School. He served as an 
infantry officer in World War II, where 
he was taken prisoner by the German 
Army. He also served as legal officer for 
military procurement in Japan during 
the Korean war. 


x * * x 


:e fact that most of our electric 
power supply in the United States 
continues to be derived from privately 
owned utilities is proof that that is the 
way most people want it to be. But AL- 
FRED M. Cooper, author of business ar- 
ticles, resident in California, thinks now 
is the time for more positive decisions. 
(See article beginning page 150.) 


THE next number of this magazine 
will be out August 13th. 


A, Oelttien. 
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ut not forgotten... 


thanks to the Rem ington Cleileitc Typewriter 


Your business letters, typed on the Remington Elec- 
tric, always make a lasting impression. Since electricity 
does the work, each character is as sharp and crisp as 
fine printing. Every line looks as neat, uniform and 
easy-to-read as the exercises in a typing manual. These 
distinctive letters command attention, look IMpor- 
rANnT, and sell your firm on sight. And that’s not all! 
Remington Electric typing steps up production (as 
much as 50%), and turns out up to 15 clean carbons. 
Write today for FREE Demonstration of Remington Flectric 
Typing or 16-page fact- filled book, DIVIDENDS OF RE MINGTON 
ELECTRIC TYPING (RE 8612). Remington Rand, Room 295}, 
315 Fourth Ave., New York 10, New York. 


2 
Remington. Pland MAKERS OF THE STANDARD, OFFICE-RITER, QUIET-RITER, AND NOISELESS TYPEWRITERS 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Coming IN THE NEXT ISSUE 


TRANSIT INDUSTRY REVIEW—1952-53 
Harry W. Arnold, president of the American Transit Association, has 
written an extensive review covering all major phases of the transit business. 
His ATA membership convenes next month in Los Angeles, California, for 
its annual meeting, August l0th to 12th. Arnold, who is president of Ohio 
Rapid Transit, Inc. (Columbus), places some emphasis in his review upon 
transit labor, taxes, and the industry's information program. 


WANTED—A YARDSTICK FOR TRAFFIC CONTROL 

American metropolitan area growth trends and the resultant demands for 
surface transportation should have given us, by this time, enough experience 
to devise a step-by-step plan for keeping traffic moving through the appli- 
cation of successive limitations upon parking and private automobile use. 
The author, Francis X. Welch, managing editor of PUBLIC UTILITIES FORT- 
NIGHTLY, suggests that this may be accomplished by a predetermined plan 
to fit the degree of traffic congestion. 


THE FORGOTTEN MAN IS A BUS RIDER 

Here is another in a series of entertaining and informative transit stories 
from the pen of that congenial author, James H. Collins, frequent FORT- 
NIGHTLY contributor and transit observer of Hollywood, California. This 
writer has noted that in the development of the freeways in the fast-growing 
metropolitan Los Anceles area no provision was made for turnouts for 
bus-unloading stops. Since the freeway construction is of such nature that 
alterations are impractical as an afterthought, the bus rider is at a dis- 
advantage. Collins feels that since the freeways are built with public funds, 
the bus rider should be given consideration. 


PRIVATE TRANSIT AND PRIVATE PARKING HAVE A COMMON AIM 
This article injects a relatively new consideration into the welter of data 
which have to be weighed by those concerned with the transit business, 
whether city fathers, transit industry officials, or the riding and driving pub- 
lic. It is the matter of private parking facilities. These are an aid to the relief 
of traffic congestion. According to the author, parking is private industry, 
too. So many people are inclined to think of parking in terms of a ‘municipal 
problem,"' to be corrected by public effort via taxes, that the private parking 
garage is forgotten. To give the alternative side, the editors have sought 
this informative piece from a source close to the parking industry. 


PLANS FOR NEW YORK CITY'S TRANSIT SYSTEM 
An informative, intimate view of the problems faced by the New York city 
transit system is presented by an international authority on metropolitan 
transit problems. Colonel Sidney H. Bingham, general manager of the New 
York City Transit Authority, presents an over-all picture of Gotham's trans- 
it problems and the plans for the future. 


* 


A | SO .. «+ Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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Trims the cost of bill analysis 


Instead of having your next bill analysis made 
in your own office, why not call R&S? 

We can trim your costs so effectively. Our 
specially designed Bill Frequency Analyzer— 
operated in our offices by a trained staff—can 
analyze as many as 200,000 of your customers’ 
bills in a single day. This means: 


1. You get your analyses of bills in 1% the 


usual time. 

2. The cost to you is trimmed to 2 the expense 

of having the >in y : , , : , : 
ving the work done in your offices. Automatically classifies and adds in 300 registers—in 

one step. This special Bill Frequency Analyzer can trim 


Dorsn’t it make sense to find out more about 
your present clerical costs to half. 


this service now? Telephone or write. 


P.S. If you use punched cards for billing, we are equipped to make your analyses from them 


Recording and Statistical Corporation 
100 Sixth Avenue WOrth 6-2700 New York 13, N. Y. 
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“There never was in the world two opinions alike.” 


HuGH GREGG 
Governor of New Hampshire. 


JoHn P. MANSFIELD 
President, Plymouth division, 
Chrysler Corporation. 


Joun H. DEMPSTER 
President, American Savings 
and Loan Institute 


WALKER L. CISLER 
President, The Detroit Edison 
Company. 


Epwin) VENNARD 
Vice president, Middle West 


Service Company. 


Bruce BARTON 
Chairman of the board, Batten, 
Barton, Durstine & Osborn. 


AsHTon B. COoLLins 
President, Reddy Kilowatt, Inc. 


Evwarp T. McCorMick 
President, American Stock 
Exchange. 
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“Remember this: No government, Federal or state, can 
give you anything which it has not first taken from you.” 


¥ 


“We can prove that the economy is pushed up to new 
heights by the new idea, soundly conceived; the new in- 
vestment, boldly made; the new product, aggressively 
sold.” 


> 


“People with ideas for someone else to execute are a 
dime a dozen. One of the greatest struggles in business 
today is to overcome the inertias of talking about some- 
thing instead of doing it.” 


* 


“The one immediate practical use of the heat from 
nuclear fission is the generation of electric power. The 
electric power industry, I believe, has both a responsi- 
bility and a great opportunity.” 


¥ 


“The power companies have about doubled their ca- 
pacities since the beginning of World War II. I don't 
think the government needs to get in the power business 
in order to assure a power supply.” 


> 


“The world has always been a bad world for the cow- 
ardly, the tired, the weak; always a good world for the 
brave. [We must] believe in our system as deeply, as 
profoundly, yes, as fanatically, as the Communists be- 
lieve in theirs.” 


* 


“‘Cheap hydroelectricity’ became a catch phrase in the 
twenties, somewhat like ‘atomic energy’ is becoming to- 
day; and unless we control it in time, that phrase can 
mislead the public into expecting atomic electricity to be 
as free as air itself.” 


» 


“Those who can afford to buy common stock, and their 
number is known to be large, should be roused from their 
lethargy, and informed that equities provide not only an 
appropriate but an advantageous means of investment in 
combination with their other media of insurance, govern- 
ment bonds, savings deposits, etc.” 


12 








UL WASTING MONEY BY THE TRUCKLOA 


Go White 


LOW-BED AOD | | | (| 
FRAME 


\! | a 
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Saves reaching, stretching and straining 


DU NEED the most efficient kind of delivery trucks for 
day's operating conditions. 

That’s why so many leading firms say “Go White” for 
day’s finest kind of delivery service. 

Tailored to the exact needs of your business for more 


liveries per day... lower cost per unit delivered... 

e new Whites save time and cut costs in every phase of 

livery service. 

Find out how the exclusive advantages of the White 3000 brant 

ny off first day in service... and for years. See your CAB 
White Representative for facts. 


e THE WHITE MOTOR COMPANY 
cl land 1, Ohi Here is a White 3000 being operat 
evelana |, sd by Ohio Edison Company to install a 
service light and power undergrov 


3 '@) fore) For more than 50 years the greatest name in trucks cable and constructiq 
a ————-_. ; Outstanding maneuv 


Saves inspection and maintenance time and ¢ 


ability of the Wh 
Wa makes it ideal 
all utility servic 
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14 REMARKABLE REMARKS—( Continued) 


S. SLoAN COLT 
President, Bankers Trust Company. 


L. R. Bout wake 
Vice president, Gencral 
Electric Company. 


GLENN T. SEABORG 
Nobel prize winner and University 
of California chemist. 


Wits D. GALE 
Chairman of the board, 
Commonwealth Edison 

Company. 


CRAIG SHEAFFER 
Assistant Secretary of Commerce. 


EuGENE S. LOUGHLIN 
President, National Association of 
Railroad and Utilities 
Commissioners. 


FrepERIC R. Couvert, JR. 
U. S. Representative from 
New York. 
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“If a business is to survive, if it is to grow and pro- 
gress, it must have in its organization the vision required 
to search for new opportunities, and the ingenuity needed 
to adjust its operations to a constantly changing environ- 
ment.” 


> 


“It’s becoming more and more evident every day that 
to learn the guiding principles and the current facts we 
need for our self-preservation as free citizens, we have 
to do it through self-education about how our free sys- 


’ 


tem operates.’ 


5 


“I’m definitely optimistic regarding the future for nu- 
clear power. It now seems certain that we shall have 
enough fuel. There is more thorium than uranium in the 
world and thorium, when converted into uranium 233, can 
be used to make electricity, or bombs, for that matter.” 


> 


“We know that, in the long run, our service will be 
better and cheaper if our security holders are treated with 
that fairness which will enable us to attract capital at low 
cost and which will, therefore, make it possible for us at 
all times to provide adequate facilities of the most modern 
and efficient type.” 


Aa 


“Aside from recognized exceptions, the Federal gov- 
ernment should look to business to provide services and 
products rather than undertaking to provide them direct- 
ly. I believe that, as a general rule, business can provide 
goods and services cheaper than the government, provided 
that all costs, direct and indirect, are considered in ar- 
riving at the prices to be charged.” 


5 


“There is probably no more striking demonstration of 
the success of the American system of government than 
the solution of the social and economic problems of our 
public utilities through the invention of the machinery of 
regulation. There is probably no more conclusive demon- 
stration that an enlightened free people can cope with 
any threat to their most cherished institutions.” 


* 


“Despite the weight of the accumulated momentum, it 
may be that the movement for Federal expansion in the 
electric power field is coming to an end. An era of dis- 
illusionment may be in the making. The people must ulti- 
mately find out that there is no such thing as ‘cheap 
power.’ They will learn that only by juggling the books 
with allocations to nonreimbursable functions of enormous 
portions of capital cost can Federal power even look cheap. 
The public is discovering that even with such unbalanced 
cost allocations Federal power at cheap rates has not 
paid and cannot pay its way.” 








Ju 
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WHICH OF THESE SERVICES WILL HELP YOU? 


At your ey are EBasco specialists to help solve your business problems quickly 
and economically 
Need help with financing? During the past few years EBasco has advised on the rais- 
ing of over two billion dollars in new capital. Industrial relations? EBASCo assists in 
pane and developing industrial relations programs. Esasco has designed and 
uilt over one billion pa Bee worth of new plants. Espasco has developed insurance 
pension and safety programs ... solved production and plant layout problems an 
performed many similar services for business and industry throughout the world. 
To find out how EBasco can serve you best, send for ““‘The Inside Story of Outside 
a ™ Address: Ebasco Services Incorporated, Dept.W, Two Rector Street, New 
ork 6. 


EBASCO SERVICES 


_s00et’ Semera, INCORPORATED 
ra FR 7 New York + Chicago » Washington, D.C. 
% ASTRA) <= seems outgst - casas Sates + Coating tgusarng - gn & Gansta = Fant 
* tmteatrinl Rotates espero & fxpedtting = \nsuramen, Paestoms & Satety 
Ofes Modernization - Purchasing = Rates & Priciog - Research - Sate & Marketing 


taney eouse*® 
Syetems & Methods - Taxes - Traffic - Washington Ofice 
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what we really make fs time} 























Little blocks, say 2” x 4’ x 8”, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson’s real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
- delivered. We engineer them piece by piece Q-Panels are fabricated from Galbestos, alumi- 
in advance at the factory. We put expert crews on eum. stainless steel, galvanized and black steel 
the job to place them. — 


Q-Panels, 3" in depth with 1%" of incombusti- 
ble insulation, have a thermal insulation value 
superior to that of a 12" dry masonry wall wi 
firred plaster interior. A single Q-Panel with an 
area of 50 sq. ft. can be erected in nine minutes 








We make time, now, when time is the essence. 





We save days and weeks in finishing a building with a crew of only five men, and twent | 
° a. 
for use, because years have been put into the pay ceone egy erected as much 8s se acre of w j 


development of these unique skills. 


Q-Panel construction is quick, dry, clean, and a‘ 
a : offers an interesting medium of architectur 7) 
Quick is the word we practice. expression. PON 


H. H. ROBERTSON CO., PITTSBURGH, PA. 
2424Formers Bonk Building ey GP ) Offices in 50 Principal Cities 


Pittsburgh 22, Penasyivesia World-Wide Building Service 
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ings problems in 
gineering, Financing, 
ates, Insurance, 
forage, Distribution 


Commonwealth's skilled and 
experienced staff is available on call = Design of facilities 


to assist you in these Property acquisition reports 
Engineering reports on new projects 

and other phases Gas manufacturing consultation 

of your gas operations. Cost of service and rate studies 


* Studies of technical, rate and other problems 
Over a period of many years releted to mined ges supply 
we have supplied successful Preparation of testimony and representation 
P . before local and federal regulatory agencies 
and satisfactory services Underground storage field studies 
to manufactured, L-P Emergency, standby and peak-shaving supply studies 
: Distribution layout or revamping to meet growing loads 
and natural gas compames Space heating saturation problems 
ranging in size from Market surveys 
Insurance requirements 
only a few meters Depreciation studies 
to hundreds of thousands. Assistance with financings 
. P Metering problems 
Services covering pent A 
such problems as: General contracting 


Write for our booklet describing our services. 
RESIS aaeee Address: Commonwealth Services Inc., Department E 


20 Pine Street, New York 5, N.Y. 









COMMONWEALTH ASSOCIATES INC. 
COMMONWEALTH GAS CONVERSIONS INC. 


20 Pine Street, New Yorks MY. 
Gacksen Michigan — Ubshinglon, DC. 
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Another Installation 
Dramatizing the 
Aduantages of 


KINNEAR® 
STEEL 
ROLLING & 
DOORS | 


You can see some of the many advantages Kinnear Steel Rolling Doors are built to 
Kinnear Rolling Doors bring to all types fit openings of any size, in any building, 
of service openings in this warehouse in- old or new. Write today for full informa- 
stallation. tion. 

Coiling compactly above the lintel, Kin- —_ — —— 

near Rolling Doors never get in the way Lb eeernr ———— | 
of the overhead conveyor. And since they x i 
need no wall space for either storage or 
operation, posts, walls, windows or other 
doors can be placed flush with the door 
jambs on both sides of the opening. 
These and other space-saving conveniences 
are in addition to the long-wearing rug- 
gedness, fire resistance, and protection of 
Kinnear’s interlocking steel-slat curtain. 
Their coiling action is also ideal for motor- 


ized, push-button control. co <a Tee 


The Kinnear Manufacturing Co. 


el ee | 


Saving Ways in Doorways 1742 Yosemite Ave., San Francisco 24, Calif. 
Offices and Agents in All Principal Cities 
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Public utility trucks must be ready to go 
... hight or day, rain or shine, come hail 
or high water. More and more utilities, 
like Southern California Edison, are using 
Dodge ‘‘Job-Rated’’ trucks. 

Dependability is a big red MUST with 
Dodge. You'll find it in such features as 
moistureproof ignition system, high- 
torque capacity starting motors, positive- 
pressure lubrication system. 

You'll get long life, too, thanks to deep, 
broad-shouldered frames, shot-peened rear 


ras sy 


Where dependability counts, you'll find Dodge! 








axle shafts, extra-long alloy steel springs. 


What’s more, Dodge offers a wide range 
of engines with 4-ring pistons, chrome- 
plated top rings, exhaust valve seat inserts 

. . ease of handling due to short wheel- 
base and wide front tread . . . real driver 
comfort from chair-height seats, greater 
visibility, big positive brakes. 


There’s a Dodge ‘‘Job-Rated”’ truck to 
meet your needs. See your friendly Dodge 
dealer today. 


7” 


DODGE vbeatd TRUCKS 


ye 


& ‘ . 


“y 
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OVER 6 YEARS 
PROOF OF PERFORMANCE 


ALTERNATOR SYSTEM 








SOME OF THE MANY UTILITIES 
USING THE LEECE-NEVILLE 
ALTERNATOR SYSTEM 


Monroe County Electric Coop. 
Pennsylvania Power & Light Co. 
Southwestern Public Service Co. 

Central Arizona Light & Power Co. 

Kansas Gas and Electric Co. 
San Diego Gas and Electric Co. 
Kansas City Power & Light Co. 

Arkansas Power & Light Co. 

Ozarks Rural Electric Coop. 

Iinois Bell Telephone Co. 





YOU CAN 


Since 1946 Leece-Neville AC-DC Alter- 
nator Systems have been delivering un- 
matched performance. On 2-way radio 
cars and trucks...or wherever current 
demands are high, L-N Alternators give: 
25 to 40 amps with engine idling 
e ample capacity to carry the 
entire electrical accessory load 
_e@ fully charged batteries always 
e better radio operation 
There are L-N Alternator Systems rated 
at 50 amps and 95 amps for 6-volt sys- 
tems; 60 to 150 amps for I2-volt systems. 





Ask us to arrange a demonstration of the. 
L-N Alternator for your fleet. Or write for 
all the facts. The Leece-Neville Company, . 
Cleveland 14, Ohio. Distributors in princi- 
pal cities...Service Stations everywhere. 


RELY ON —* re | Automotive Electric Fqvipeent for Over GS Ver 


[eece- 
jjeville 
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The latest thing : in 1910... 


Gasapack 


Space-heater 


Control 





7 RE's a world of difference between the colorful horse- 
drawn fire engine of the early 1900's and today’s power- 
ful fire-fighting equipment. And there's j big a diff 
g g > s just as big a diller- 8 “"“ 
ence between old-fashioned gas controls and the modern iv’s A SNAP TO ATTACH! 
Model 54 Gasapack. This job proved control gives many sales 


No wiring . . . no complicated installation 
and operating features to present-day space heaters. 


: pers i a . The Model 54 “Comfort-Snap" con- 
For example .. . the new “Comfort-Snap” control — in- trol modulates from high fire to low 

stantly attached to any A-P Model 54 manual Gasapack — fire... then quietly snaps off when 

offers your space heater customers all the advantages of silent, no more heat is needed. When heat 


, : is required again, the control auto- 
trouble-free, fully automatic temperature control. pedo oun a, is tn: ak tal 
Small wonder the Model 54 with the “Comfort-Snap” con- 50% of high fire... then modulates 
trol makes space heater selling easier . . . and boosts your flame to suit room temperature de- 


. : ; : : mands. 
profits per sale. For complete information, write for bulletin : 


-A-D CONTROLS CORPORATION 


2470 N. 32nd Street, Milwaukee 45, Wisconsin 
In Canada: A- P Controls Corporation, Ltd., Cooksville, Ont. 
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NEW U-1091 natural gos power unit de- 
velops 187 net h.p. at 1400 rated r.p.m.; 
200 net h.p. at 1600 max. r.p.m.; maximum 
torque, 820 Ibs. ft. @ 800 r.p.m. 


NEW U-450—102 net horsepower at 
1800 rated r.p.m.; 110 @ 2200 rp.m.; 
moximum torque, 324 Ibs. ft. @ 1200 r.p.m. 


NEW U-269—62 net horsepower at 1800 
rated r.p.m.;72 @ 2400 r.p.m.; maximum 
torque, 191 Ibs. ft. @ 1200 r.p.m. 


NEW, 


Power-Pack 


NEW U-406—91 net horsepower at 1800 
rated r.p.m.; 98 @ 2200 r.p.m.; maximum 
torque, 279 Ibs. ft. @ 1200 r.p.m. 


NEW U-240—55 net horsepower at 1800 
rated r.p.m.; 64 @ 2400 r.p.m.; maximum 
torque, 168 Ibs. ft. @ 1200 r.p.m. 


f 


NEW U-372—83 net horsepower at 1800 
rated r.p.m.; 91.5 @ 2200 r.p.m.; maximum 
torque, 263 Ibs. ft. @ 1200 r.p.m. 





NEW vu-220—50.5 net horsepower at 
1800 rated r.p.m; 62 @ 2400 r.p.m.; maxi 
mum torque, 151 Ibs. ft. @ 1200 r.p.m. 


IH Announces Seven New International Engines 





Seven new six-cylinder, carbureted, valve-in-head 
engines have been added to the International line, 
which now includes 18 models—diesel, gasoline or gas— 
ranging from 16.5 to 200 net horsepower: 

These new models are the result of more than 45 years 
of IH engineering and manufacturing experience build- 
ing a complete line of heavy duty engines for tractors, 
trucks, construction and oil field equipment and in- 
dividual power unit applications. 

These new units have the durability, flexibility and 
economy to meet your requirements for lower cost per- 


POWER THAT PAYS 





formance. The unmatched network of IH district offices, 
parts depots, distributors and dealers puts complete 
service facilities practically at your door. 


If you are an individual user of engines, it will pay 
you to see your nearest International Industrial Dis- 
tributor or Power Unit Dealer for more complete in- 
formation. If you are a manufacturer, your nearest 
TH district office will be glad to help you engineer these 
engines into the equipment you are building. 


INTERNATIONAL HARVESTER COMPANY, CHICAGO 1, ILL. 


INTERNATIONAL 
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This announcement is neither an offer to sell nor a solicitation of an offer 
to buy any of these Bonds. The offer is made only by the Prospectus. 


$25,000,000 


Consumers Power 
Company 


First Mortgage Bonds, 3*4% Series due 1983 


Dated July 1, 1953 Due July 1, 1983 


Interest payable January 1 and July 1 in New York City 


Price 101‘44% and Accrued Interest 


Copies of the Prospectus may be obtained from only such 
of the undersigned as may legally offer these Bonds in 
compliance with the securities laws of the respective States. 


MORGAN STANLEY & CO. 
THE FIRST BOSTON CORPORATION BLYTH & CO., INC. 
DREXEL & CO. GLORE, FORGAN & CO. GOLDMAN, SACHS & CO. 
HARRIMAN RIPLEY@ CO. KIDDER,PEABODY&CO. LEHMAN BROTHERS 


MERRILL LYNCH, PIERCE, FENNER & BEANE SMITH, BARNEY & CO. 


STONE & WEBSTER SECURITIES CORPORATION WHITE, WELD & CO. 





July 16, 1958. 
































Public Utilities Fortnightly 





July 30, 1953 









A typical Exide-Manchex installation. 


Here are four generating plants of the 
Georgia Power Company that are 
equipped with Exide-Manchex batteries. 


Plant Yates works twenty-four hours a 
day, seven days a week. Each of its three 
generators has a capacity of 100,000 
kilowatts. Plant Mitchell has a possible 
total capacity of 125,000 kilowatts... 
the Sinclair Dam plant, located on the 
Oconee River, will produce 45,000 kilo- 
watts . . . and Plant McManus is designed 
for ultimate expansion to four steam- 
electric generating units of 40,000 kilo- 
watts each. 


In addition, Georgia Power Company will 
soon complete a 300,000 kilowatt capacity 
steam-electric plant, Plant Hammond, on 
the Coosa River near Rome. A 60 FME-21 
Exide-Manchex battery will be installed. 


—————_. 


2 PLANT YATES 






PLANT 
MITCHELL 









PLANT 
SINCLAIR DAM 






PLANT 
McMANUS 





EXIDE-MANCHEX BATTERIES ARE PREFERRED 
BY MANY UTILITIES BECAUSE THEY ASSURE: 


POSITIVE OPERATION: Dependable performance 
at ample voltage with no switchgear failures. 
INSTANTANEOUS POWER: High rates for switch- 
gear operation with adequate reserve power for all 
other control circuits and for emergency lighting. 
LOW OPERATING COST: Extremely low internal 
resistance. 

LOW MAINTENANCE COST: Water required about 
twice a year. No change of chemical solution dur- 
ing life of battery. 
LOW DEPRECIATION: 
tion. 

GREATER CAPACITY in a given amount of space 


avoids overcrowding. 
. s . 


Sturdy, long-life construc- 


Various sizes and types of Exide Batteries are 
available in plastic containers. 


Exide-Manchex is your best battery buy for all 
control and substation services. 


1888...DEPENDABLE BATTERIES FOR 65 YEARS...1953 


THE ELECTRIC STORAGE BATTERY CO., Philadelphia 2 + Exide Batteries of Canada, Limited, Toronto 


“EXIDE" and “MANCHEX” Reg. T.M.U-S. Pat. of 
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American Bar Association will hold annual convention, Boston, Mass., Aug. 23-28, 1953. 


Appalachian Gas Measurement Short Course will be held, West Virginia University, Mor- 
gantown, W. Va., Aug. 24-26, 1953. 





Zz AUGUST z 


I Sa * American Dietetic Association will hold annual meeting, Los Angeles, Cal., @ 
i= 





Ang 25 28, 1953. 





9 S * Liquefied Petroleum Gas Management Short Course begins, Georgia Institute of Tech- 
- nology, Atlanta, Ga., 1953 


© American Institute of Electrical Engineers will hold Pacific general meeting, Vancouver, 
British Columbia, Canada, Sept. 4 





| © American Water Works ye a Minnesota Section, will hold annual meeting, Winni- 
4 u 
eg, Manitoba, Canada, Sept. 1-5, 1953. 
, 





in | wi * « Inter rnat ional Association of Electrical Leagues begins annual meeting, San Francisco, Cal., 
| 195 
| 








§ American Water Works Association, Michigan Section, will hold annual meeting, Es 


canaba, Mich., Sept. 3, 4, 1953. 





§ Michigan ee nae Association will hold annual convention, Grand Rapids, 
Mich., Sept, 3, 4, 195 





Aa ific Coast Gas Association will hold annual convention, San Francisco, Cal., Sept. 
11, 1953. 





| 
= 
| « 
| 


q Midwest Gas School and Conference will be held, lowa State College, Ames, 
lowa, Sept, 10, 11, 1953 








§ American Transit Association begins annual convention, Los Angeles, Cal., 1953. 





Illuminating Engixeering Society will hold national technical conference, New York, N. Y., 
Sept. 14-18, 1953. 





Tennessee wae eee Association will bold annual convention, Nasbrille, 
Tenn., Sept. 17, 18, 195 
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Courtesy, Westinghouse Electric Corporation 


World’s Biggest High-voltage Transformer 


One of two 230-kilovolt units recently shipped to a Central Illinois Public Service 
Company substation at Joppa, Illinois, 
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How Would a Recession 


Affect Utilities? 


The impact of even a mild recession on the earnings 

of regulated utility companies would depend upon 

both its intensity and duration. Even so, there would 
be offsetting compensations. 


By ERNEST R. ABRAMS* 


HAT would happen to private 

power companies in the event 

of a recession? How greatly 
would energy consumption be re- 
duced? To what extent would operat- 
ing income be affected? Would the 
present rate of dividends on common 
stocks be threatened ? These are some 
of the questions to be considered, al- 
though more queries may be suggested 
than answered. 


*Financial analyst, New York, New York. 
For additional personal note, see “Pages with 
the Editors,” 
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The start of World War II in 1939 
and the Pearl Harbor attack in late 
1941 gave the economy of the United 
States “shots in the arm” that quickly 
converted a depression into a roaring 
boom. Taking 1935-39 as 100, Bar- 
ron’s Index of Production places in- 
dustrial production as of May 9, 1953, 
at 214.1 and electric output at 381.2. 
Where the fifteen utility stocks used 
in the Dow-Jones stock average had 
a high of 36.04 and a low of 31.65 in 
1948, they had reached a high of 53.88 
JULY 30, 1953 
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and a low of 50.64 in the first four 
months and fifteen days of 1953. And 
where the Dow-Jones Index of Indus- 
trial Stocks was 100 on May 1, 1942, 
it stood at 277 on May 1, 1953. 
Although World War II ended al- 
most six years ago, we have so far had 
no postwar recession. Yet, following 
every other war in the history of the 
country, we have experienced a slight 
immediate postwar recession to be fol- 
lowed within a few years by a severe 
depression. Instead, immediately fol- 
lowing the close of the last war, we 
experienced a sharp rise in industrial 
production, which was intensified by 
the Korean “police action.” Many 
economists of repute find it difficult to 
imagine that our high rate of indus- 
trial production can be maintained in- 
definitely without a corrective reces- 
sion to bring activities closer to home 
plate. Many forecasters predict it will 
come in the fall of 1953 or sometime 
during 1954, barring a spread of the 
Korean fuss or World War III. 


| range most of the condi- 
tions which contributed to the de- 
pression of the 1930’s are nonexistent 
today. Margin restrictions of the SEC 
have prevented the widespread pur- 
chase on meager down payments by 
those with thin bank rolls. Retailers 
and manufacturers are not carrying 
top-heavy inventories. Stock prices are 
not out of line with current earnings. 
Farm and city mortgages are of long- 
term and are being amortized through 
annual instalment payments. And in- 
dividual savings are at an all-time 
high. 

Although inventories are not ex- 
cessively high, they still are far in ex- 
cess of public demand. At the annual 
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conclave of the American Warehouse. 
men’s Association in Washington dur. 
ing the week of May 18th, operators 
of warehouses in all sections of the 
land reported their buildings were 
bulging—from a low of 90 per cent 
to a high of 100 per cent full, with 
an average of around 95 per cent 
Moreover, practically every warehous 
operator interviewed by The Wal 
Street Journal reported an increase of 
from 25 per cent to 30 per cent in the 
volume of household appliances stored 
over a year ago. Public buying is stil 
rated as “good” but any decline in 
public demand immediately would re 
sult in a decline in production to clear 
out goods in storage. 


NOTHER factor that will influence 
appliance sales and electric con- 
sumption is the slowing down in the 
creation of new households. Although 
the population of the United States 
has been growing rapidly and is ex- 
pected to continue over the foreseeable 
future, growth in new households is 
not maintaining a corresponding in- 
crease. According to U. S. Census Bu- 
reau estimates, the increase of some 
800,000 new households in 1952 was 
only about half the increase of 1,582,- 
000 shown by the Census for the 
twelve months ended with April 15, 
1948. In addition, the 1,525,000 mar- 
riages last year were the lowest sinc 
1944 and the rate of ten marriages pet 
one thousand population was the 
smallest since the depression years of 
the early 1930's. 

This decline in the rate of establisi- 
ment of new households promises 0 
exert a depressing influence on expat 
sion in residential electric consumption 
and the rate of growth in the number 
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of household electric customers. While 
more than 1,600,000 new customers in 
all classifications were connected to 
the lines of electric utilities in 1952, 
bringing the total to about 48,500,000, 
this represented a decline of about 
20 per cent from the average increase 
of 2,000,000 annually for the years 
following World War II. Moreover, 
since central station electricity is now 
available to practically every Ameri- 
can home, with more than 97 per cent 
of all occupied urban and rural dwell- 
ings being electric consumers, future 
residential customer additions by elec- 
tric utilities must depend largely upon 
the formation of new households. 
(' the approximately 46,000,000 
households in the country at the 
close of 1952, some 6,000,000 were lo- 
cated on farms and the balance in 
urban and nonfarm areas. The pro- 
portion of wired homes in the land to 
the total number of homes, according 
to Census figures, was 78.7 per cent in 
1940, 86 per cent in 1944, 90.8 per 
cent in 1947, 94 per cent in 1950, and 
an estimated 97.8 per cent at the end 
of 1952. This leaves little room for 
customer expansion among existing 
households. 
Obviously, the impact of a recession 


= 


on the earnings of private power com- 
panies will depend upon both its in- 
tensity and duration. If the recession 
is mild and of short duration, its effect 
would be slight. But if it is severe and 
continues for a period of years, its ef- 
fect might be serious, with a substan- 
tial reduction in earnings. Even so, 
there would be offsetting benefits. Un- 
der our present tax laws, 48 cents of 
every dollar of earnings must be 
handed over to Federal tax gatherers, 
so the loss to private power companies 
would be only 52 cents per dollar of 
decline in earnings. And if an electric 
utility is in the excess profits tax 
brackets, the loss in earnings would 


be even less. 
Spans, the proportion of new effi- 
cient generating capacity now in 
operation is much higher than during 
the 1930 depression years and the vast 
expansion in interconnection of trans- 
mission systems enables many power 
companies with a small proportion of 
efficient generation to benefit from the 
low-cost plants of its neighbors. 
Furthermore, any decline in electric 
consumption would permit many pow- 
er companies, whose expanded de- 
mand has necessitated the operation of 
high-cost plants, to shut them down 


TABLE I 


Net* Plant 


*Millions of dollars 


Gross* Income Per Cent 


DAAABAANAAAN 
oCoOoflskMOohnuwo 
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during a period of slackening demand 
and meet their requirements solely 
through the operation of their more 
efficient plants. Just a few years ago, 
Charles E. Oakes, president of Penn- 
sylvania Power & Light Company, 
told the New York Society of Secu- 
rity Analysts that his company could 
make more money during a period of 
recession than it was making during 
the current boom through confining 
generation to its most efficient plants. 


a private power executives 
have said that whatever loss may 
accrue to electric utilities during a pe- 
riod of recession probably will be the 
result of the too low level of rates im- 
posed by state regulatory bodies and 
their delay in granting rate relief to 
match higher costs. During the early 
years of the Roosevelt administration, 
Vice President Garner reportedly ad- 
vised Franklin D. Roosevelt to let 
corporations “fat up a bit” before he 
started running them ragged with 
New Deal regulation and the same ap- 
plies to private power companies to- 
day. 

Following World War I, numerous 
Wisconsin communities petitioned 
their public service commission for 
lower electric rates, but the commis- 
sion wisely replied that the private 
power companies of the state had just 
gone through a period of high oper- 
ating costs and reduced earnings as a 
result of the war and it was only fair 
to let them put a little meat on their 
bones before reducing their rates. Un- 
fortunately, that policy hasn’t been fol- 
lowed in all states in recent years. 

The earnings of the privately owned 
power industry have been declining for 
the past twenty-five years, except for 
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1947, as indicated by the proportion of 
gross income to net book value of 
plant. The figures contained in Table 
I (page 137) through 1951 were ob- 
tained from EEI bulletins, while the 
1952 figure is EEI’s preliminary esti- 
mate. All departments, in addition to 
electric, are included, and while this 
may not be the most scientific method 
of calculation it points the direction in 
which earnings have been going. 


N the event of a recession, which is 
another way of saying a decline in 
business activity, residential consump- 
tion and revenues are expected at least 
to remain at present levels and they 
may even increase slightly, while com- 
mercial use and revenues may be re- 
duced to a slight extent. But the real 
adverse effect will be registered in in- 
dustrial consumption and, to a lesser 
extent, in industrial revenues. This 
could result both from lower produc- 
tion and a drop in operations from a 
3-shift to a 2-shift, or from a 2-shift 
to a 1-shift schedule. But before delv- 
ing into the impact of a recession, it 
might be well to consider the contribu- 
tion of industrial consumers to total 
consumption and total operating reve- 
nues of private power companies. This 
is shown in Table II (page 139). 
Fortunately, industrial power rates 
are subject to step-down, with the re- 
sult that while total industrial con- 
sumption might decline during a pe- 
riod of depression, the volume of 
energy consumed would be paid for at 
a higher rate, While the lower total 
volume of generation might have 4 
tendency to increase unit costs for 
those companies with a low proportion 
of new, highly efficient generation, the 
net effect would probably be a high- 


138 





HOW WOULD A RECESSION AFFECT UTILITIES? 





><] 
a a a a 


rv ee, 
Zi 


Pare a. 
Dd NODS ADR eT IL 


i> 


TABLE II 
LARGE POWER AND LIGHT CUSTOMERS 


Per Cent of Total 
Power Consumption Operating Revenues 


Year 
1927 
1932 
1937 
1942 
1947 
1948 
1949 
1950 
1951 


Arithmetic Average 
1947-51 


Per Cent of Total 


30.4 
26.2 
26.9 
29.0 
28.7 
28.9 
27.4 
27.2 
27.8 


28.0 





er net return per kilowatt hour for in- 
dustrial power consumed. However, 
as previously stated, the extent of re- 
duction in industrial use would be 
hinged directly to the degree of in- 
tensity and the duration of the reces- 
sion period. 


|, pewigg! without taking these 


factors into consideration and 
proceeding on the basis of a “‘reces- 
sion,” an engineering official of an 
eastern state public service commission 
has estimated that 65 per cent of the 
operating revenues of private power 
companies today is derived from what 
he calls “vulnerable sales,” which are 
not clearly defined but are assumed to 
be sales to commercial and industrial 
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consumers. On the assumption that 40 
per cent of the operating income from 
“vulnerable sales” will be lost to the 
private power companies during a re- 
cession, he estimates that the rate of 
return on the investment in the pri- 
vate power industry would drop from 
a present over-all 6 per cent to 3.7 per 
cent. This is based on the assumption 
that the over-all rate of return on the 
35 per cent of stable income will drop 
from 2.10 per cent to 1.75 per cent and 
the rate of return on the 65 per cent 
of vulnerable operating income will 
drop from 3.90 per cent to 1.95 per 
cent. 

It is the contention of this commis- 
sion official that the demand charge in 
industrial rate schedules is inadequate 
JULY 30, 1953 
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to cover present-day fixed charges and 
costs, while the energy charge is ex- 
cessive under modern operating 
efficiencies. Under the present high 
level of consumption, the inadequacy 
of the demand charge, he contends, is 
offset by the excessiveness of the 
energy charge, so that “for the pres- 
ent the combination of the two charges 
produces a satisfactory contribution to 
the utility’s operating income.” Dur- 
ing a period of recession, however, he 
states that “the insufficient revenues 
from the underpriced demand portion 
remains the same, but the more than 
sufficient revenues from the over- 
priced commodity portion may be cut 
down by a third or more.” This is not 
generally accepted. 


| an attempt to determine the sound- 


ness of these conclusions, W. Trus- 
low Hyde, a partner in the investment 
house of Josephthal & Co. and one of 
the outstanding utility analysts in the 
Wall Street area, has made a study of 
50-odd individual power companies, 
the results of which confirm the regu- 
latory official’s claims in part. In the 
case of each of the companies under 
study, the cost of power, which was 
obtained by multiplying the number of 
kilowatt hours sold by the average 
generation cost per kilowatt hour, was 
deducted from revenues from kilo- 
watt-hour sales to consumers. In this 
way, the “bare bones” profit, which, 
on the average, was equal to 52 per 
cent of total electric operating income 
before taxes, is charged against other 
classifications of consumers. In the 
main, this was the basis of Hyde’s 
calculations. 

His figures seem to confirm the con- 


tention that 65 per cent of electric util- 
ity operating income is derived from 
so-called vulnerable sales, but the state- 
ment that they are subject to a decline 
of 40 per cent in a recession appears 
open to question. If it be assumed that 
the commodity charge provides 60 per 
cent of revenues from sales to indus- 
trial consumers and one-third of this 
revenue is lost, the net decline in reve- 
nues from industrial users would be 
20 per cent. Moreover, because of low- 
er consumption, the generating costs 
might be reduced by 15 per cent. Ap- 
plying these assumptions to the 50-odd 
private power companies, an average 
decline of 23 per cent in profits from 
sales to industry would result. 


H found, however, that assum- 
ing no loss in residential con- 
sumption and after allowing for fixed 
charges on all senior securities, a de- 
cline of 20 per cent in operating earn- 
ings would reduce the balance avail- 
able for the common stock by a third. 
On the basis of 1951 earnings for the 
industry, this would fall about 10 per 
cent short of covering the common 
stock dividends actually paid, while it 
would be somewhere between 15 per 
cent and 20 per cent below require 
ments, based on present dividend rates 
and the increased amount of common 
stock now outstanding. 

Perhaps Hyde and the commission 
official had fun doing it, but these cal- 
culations are still open to serious chal- 
lenge. Until the intensity and duration 
is known the extent of its impact on 
the earnings of private power com- 
panies is impossible of determination. 
In this case, hindsight is of more value 
than foresight. 
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Simplifying Utility Reports to 
Federal Agencies 


The statistical needs of the Federal government have grown 
from a simple decimal requirement to the status of thousands of 
questionnaires. But no material benefits are claimed by the 
industry from the many reports regularly required by the 
regulatory agencies. Here is a detailed description of the re- 
lationship between the Bureau of the Budget and the Advisory 
Councu, which is said to be significant and unique. 


By W. B. BOURNE, JR.* 


HE need for statistics by the Fed- 

eral government is as old as the 

government itself. The earliest 
statistical requirement is the provision 
in the Constitution for a population 
census which was to form the basis for 
apportioning seats to the several states 
in the House of Representatives. 

The statistical needs of the govern- 
ment have grown from this simple 
decimal requirement to the present 
status where there are thousands of 
questionnaires, some weekly, others 
monthly or quarterly or annually. 
Some of these questionnaires are for 
the government’s exclusive use. Others 
are to provide the government with 
statistics in order for it to satisfy the 
public’s need for information. 

The utility industry has been, since 
its earliest days, more often the victim 

*Vice president, Commonwealth Services 


Inc. For additional personal note, see “Pages 
with the Editors.” ‘ 
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of, rather than the beneficiary of, sta- 
tistical inquiries. None can deny that 
marketing analysts make profitable use 
of data from the Bureau of the Cen- 
sus. But no one will claim any ma- 
terial benefits to the industry from 
many reports which are regularly re- 
quired by the regulatory agencies. 

Although it has never been the view 
of spokesmen or representatives of the 
gas and electric industries to deny to 
the government information which it 
needs, either for regulatory or statisti- 
cal purposes, there has been a belief 
that there are limits beyond which the 
government should not go. When the 
need for data is not as great as the 
burden which such need creates, re- 
sistance becomes inevitable. 


HAT the reporting process has 
long been a burden to the indus- 
try is not news, but it may be news to 
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many that there exists an agency to 
cope with this problem. The agency is 
The Advisory Council on Federal Re- 
ports which is advisory to the Federal 
Bureau of the Budget. 

The council has had its tenth anni- 
versary, having been organized in 
1942 under the name of Advisory 
Committee on Government Question- 
naires. In that year the Director of the 
Budget, Harold D. Smith, invited a 
number of businessmen to form this 
organization. It is a medium of liaison 
between government and business for 
the purpose of simplifying and im- 
proving reports and questionnaires to 
governmental agencies. 


HE council is a nonprofit organiza- 

tion sponsored by the Chamber of 
Commerce of the United States, 
American Retail Federation, Control- 
lers Institute of America, National 
Association of Manufacturers, Ameri- 
can Chamber of Commerce Execu- 
tives, National Industrial Council, and 
American Trade Association Execu- 
tives. 

Each of these organizations ap- 
points two representatives to serve on 
the council; in addition the council 
elects a number of members at large; 
in all, twenty-one men serve on the 
council. The council is completely in- 
dependent of the Federal government ; 
its financing is accomplished through 
voluntary contributions from business 
groups. It elects its own officers and 
employs a small staff headed by an 
executive secretary and maintains an 
office at 1001 Connecticut avenue, 
Washington, D. C. It appoints its own 
committees and in all respects operates 
as an independent business group; it 
is not a service organization to busi- 
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ness as its purpose is solely to advise 
the Bureau of the Budget. 


HEN the Federal Bureau of the 

Budget has a problem with re- 
spect to reviewing a report form or 
questionnaire of one of the govern- 
mental agencies as required by the 
Federal Reports Act of 1942, it may 
call on the council for assistance. The 
council in turn refers the matter toa 
committee or panel made up of busi- 
nessmen from the industry familiar 
with the subject matter and qualified 
to give expert advice. This group is 
available to confer with the staff of the 
bureau and, if desirable, with the gov- 
ernmental agency involved. 

The relationship between the Bu- 
reau of the Budget and its Advisory 
Council on Federal Reports is signifi- 
cant and unique. It is significant be- 
cause approximately 80 per cent of the 
council’s recommendations have been 
adopted by the bureau and, in turn, 
by the Federal agencies whose pro- 
grams were involved. The council be- 
lieves this to be an unusual record. The 
uniqueness of the council is the result 
of two factors—its independent op- 
eration and the limitation of its recom- 
mendations to reporting procedures. 


| grt utilities, unlike the manufac- 
turing and distributive industries, 
are subject to constant and almost 
complete regulatory review of their 
operations through reports. A single 
company may be subject to the regu- 
latory functions of a number of Fed- 
eral agencies, and to state agencies as 
well. 

This reporting process, coupled with 
the normal reporting for tax and other 
purposes required of all industries, as 
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Statistical Inquiries and the Utilities 


ed ies utility industry has been, since its earliest days, more often 

the victim of, rather than the beneficiary of, statistical inquiries. 

None can deny that marketing analysts make profitable use of data from 

the Bureau of the Census. But no one will claim any material benefits 

to the industry from many reports which are regularly required by the 
regulatory agencies.” 





well as the imposition from time to 
time of special Federal reports for 
emergency agencies, the Bureau of the 
Census, and others, produces the over- 
lapping and duplication inevitable in 
such conditions. These involve at 
times not only the combination of a 
state and Federal agency, but also two 
or more Federal agencies and possibly 
even two divisions of a single agency. 
As a consequence, the establishment 
of the Bureau of the Budget review 
procedure and the creation of industry 
committees to work toward an order- 
ly approach to the problem afforded 
a long-needed vehicle for the public 
utilities. 

Therefore, the electric and gas in- 
dustries were among the first to avail 
themselves of the opportunity which 
the Advisory Council afforded of im- 
proving the quality and reducing the 
burden of government reporting. 

At least one committee of the coun- 
cil representing these industries has 


143 


been active since the earliest days of 
the council. During World War II, as 
many as three or four electric and gas 
committees were in active service. 


1D eames: past ten years these com- 
mittees have issued a number of 
reports of their activities. The areas 
covered have been so broad and so nu- 
merous that it would be impracticable 
to recount them in detail. Although 
the views of the committees have not 
always prevailed, their records are re- 
plete with instances of elimination of 
needless reporting, consolidation of re- 
porting, improvement in data pres- 
entation, and the development of a 
more orderly timing of reporting. 
From the standpoint of reductions in 
cost alone, it is firmly believed that 
over the life of the committees, 
hundreds of thousands of dollars in 
clerical and engineering costs have 
been saved to the two industries and 
through them to their customers. 
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F yen the important aspects of the 
work of the Advisory Council is 
the deterring effect on the Federal 
agencies for prescribing needless re- 
porting and the parallel tendency to- 
ward improvement in initial reporting 
proposals. It is particularly difficult to 
evaluate the benefits of these intangi- 
bles, since they do not come before the 
attention of the committees, but the 
monetary values are believed to be sub- 
stantial. 

These electric and gas committees 
have been representative of small and 
large utilities, geographically dis- 
persed. They have included specialists 
with accounting, engineering, and eco- 
nomic skills, representing wholesale 
and retail, local and integrated, inde- 
pendent and affiliated companies. 
Nearly every kind of operation in 
which an electric or gas utility is en- 
gaged has been a part of the commit- 
tees’ concern. Moreover, the commit- 
tees have on many occasions canvassed 
nonmember representatives of the in- 
dustry for comments and views on 
technical matters subject to their 
scrutiny. 


Fe the purpose of co-operating with 
the Bureau of the Budget on util- 
ity forms, there are two standing com- 
mittees of the council: the committee 
on public utility reports, and the sec- 
ond, the committee on public uility re- 
ports to the SEC. The second commit- 
tee, as the name implies, treats only 
with SEC forms while the other com- 
mittee devotes its attention to utility 
forms other than those of SEC, being 
mainly reports and forms of the Fed- 
eral Power Commission. The members 
of these committees represent various 
electric and gas operating companies 


and utility holding and service com- 
panies and include one each of the 
staff of the Edison Electric Institute 
and of the American Gas Association, 
the so-called trade associations of the 
electric and gas industries, respective- 


ly. 


HILE the council and its commit- 

tees act primarily at the request 
of the bureau, there is no limitation or 
prohibition of the council or its com- 
mittees to call to the attention of the 
bureau any unduly burdensome Fed- 
eral reporting matter, with suggestion 
for improvement and simplification. 

The committee on public utility re- 
ports to the SEC devoted considerable 
time over the past years toward stand- 
ardization and simplification of re 
ports. Effective for the year 1951, 
changes were agreed upon whereby the 
requirements of the annual report 
Form 10-K under the Securities Ex- 
change Act of 1934 may be satisfied 
by electric or gas utilities by filing: 
(1) a copy of FPC Form No. 1 or 
Form No. 2, (2) audited financial 
statements from the annual report to 
stockholders, and (3) answering only 
three minor items of Form 10-K, the 
financial statements to be substantially 
in accordance with Regulation S-X 
and manually certified by public ac- 
countants. This procedure is optional 
but it may afford relief to utility com- 
panies with extra copies of FPC No. 
1 or No. 2. 

The committee on public uility re 
ports, in co-operation with the bureau, 
has been instrumental in standardiz- 
ing and simplifying FPC annual re- 
port Forms No. 1 and No. 2. In this 
connection there have been a number 
of conferences with the staffs of the 
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bureau and Federal Power Commis- 
sion and meetings with the committee 
on statistics and accounts of the Na- 
tional Association of Railroad and 
Utilities Commissioners. Many of the 
state utility commissions are now ac- 
cepting annual reports on FPC No. 1 
and No. 2 in lieu of the use of state 
commission forms. Thus, through 
standardization, it is possible to 
mimeograph or otherwise duplicate 
the annual report and give the same 
data to the state as well as to various 
Federal agencies. In some cases, sup- 
plemental schedules provide addi- 
tional information required by the 
state commissions. 

The committee on public utility re- 
ports has co-operated with the bureau 
on other FPC forms, particularly 
FPC No. 12, the annual power system 
statement. This has resulted in the 
simplification of this form and elimi- 
nation of some duplication between 
Form No. 12 and Form No. 1. Addi- 
tional changes in forms, particularly 
FPC Nos. 1 and 2 and No. 12 have 
been discussed with the bureau and the 
Federal Power Commission to 
further simplify and standardize these 
forms. 

The committee on SEC reports has 
discussed a number of recommenda- 
tions with the bureau and with the 
SEC for changes in several annual re- 
porting forms, particularly USS—An- 


nual Supplement to Registration 
Statement for public utility holding 
companies, U-13-60 (Mutual and Sub- 
sidiary Service Companies), annual 
report to Securities and Exchange 
Commission, as well as Form 10-K. 
Additional changes in report forms of 
FPC and SEC are stil! under consid- 
eration and the committees are hope- 
ful that further improvement will re- 
sult in time for reporting for the year 
1953. 


_o Advisory Council through 
its executive secretary, Russell 
Schneider, conducts another activity 
relating to questionnaires. This is 
called its “special inquiry service.” It 
often happens that a respondent to a 
form has doubt concerning its validity, 
or its applicability, but is reluctant to 
make inquiry directly to the Federal 
agency which sponsored the form. 

Many companies avail themselves 
of the council by addressing such in- 
quiries to the council, or to its com- 
mittee. These inquiries are investigated 
through the Bureau of the Budget 
with the name of the inquiring com- 
pany being kept anonymous in so far 
as the government is concerned. 

As your representative on the Ad- 
visory Council, I will be glad to hear 
from electric and gas utility execu- 
tives and have their views as to our 
future course. 





of er will be content if we can restore a government 
of law rather than of men—a government where busi- 
ness operates under established rules, rather than be subject 
to the whims and fancies of politically minded individuals.” 


—Henry E. Forp, 


Director, development department, E. I. du 
Pont de Nemours Company, Inc. 


145 


JULY 30, 1953 





The Risk of Irresponsible 
Investigations 


Among current governmental practices, none has fewer stand- 

ards and safeguards than legislative investigations. Such in- 

vestigations may even pose a potential threat to the utilities. 

In recent years the industry has set a national example among 

economic groups in fulfilling its responsibility to present its 
case on pending policy questions. 


By FREDERICK G, DUTTON* 


0 group in America has a great- 
N er stake in the development of 
rational processes of govern- 
ment than have the utilities. For in 
being publicly regulated their weil- 
being depends in large measure upon 
how much intelligence and how little 
invective become involved in the tech- 
niques of governing. 

Utilities have long been alert to 
changes of substance in public policy 
affecting them. In recent years the in- 
dustry has set a national example 
among economic groups in fulfilling 
its responsibility to present its case on 
pending policy questions in both the 
halls of government and, even more 
important, the public market place of 
ideas. 

But while substantive changes have 


*Assistant_counsel, Southern Counties Gas 
Company. For additional personal note, see 
“Pages with the Editors.” 
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received widespread attention there 
has been a major neglect of the pro- 
cedures of governing. For a group 
subject to public regulation to an ex- 
tent unsurpassed in any other eco- 
nomic activity, the standards and safe- 
guards, the dispatch and efficiency 
with which government is conducted, 
are of critical importance. 


ROCEDURAL problems lack the 

drama and directness of substantive 
changes, and consequently rarely at- 
tract the attention necessary to induce 
their substantial improvement. But the 
mechanics of government repeat and 
repeat, multiplying the cost of what- 
ever error or inefficiency they contain. 
Even more important, the lack of gen- 
eral interest in the routine, individual 
instance in which governmental power 
is applied, leaves the wielder of that 
power almost absolute in the area with- 
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in which he operates. Both in self- 
interest and the public good, there is 
consequently need of a great and sus- 
tained concern among the utilities, and 
all responsible groups, for not just the 
ends but also the means of govern- 
ment. 


i current governmental prac- 
tices, none has fewer standards 
and safeguards than legislative in- 
vestigations. And none poses a greater 
potential threat to the utilities than 
such investigations. 

The fact may not be pleasant to con- 
template, but the utilities have always 
been fair game among headline-hunt- 
ing public officials whose favorite 
weapon is the “burp and blow” gun. 
Prevailing political weather makes 
such big game hunting unlikely for 
the present, But politics, like women, 
are unpredictable — and just as 
changeable. It cannot be forgotten 
that the last national investigation of 
the industry came about in the late 
1920’s, a political period strikingly 
similar to the present. 

To a politician hunting publicity 
and power, the current soundness of 
the industry would be immaterial. Un- 
der prevailing practices he would de- 
cide what and who will be heard, and 
how long a delay will be imposed be- 
tween the charge and the privilege of 
replying to it in the same forum. 

The first that the management of a 
public service company might know 
that it is being attacked by a legisla- 
tive committee would be in the big 
black headlines of a paper, and the 
story underneath about testimony 
from several unheard of witnesses 
who appeared before a special subcom- 
mittee in executive session several 
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months before and whose more ex- 
treme statements are collected and sud- 
denly released by the subcommittee 
chairman in a special press summary. 
(The story will not mention the fact 
that the chairman is up for election 
next year—or has spurs on his ambi- 
tion. ) 

The utility, of course, will issue an 
immediate reply. But the charges will 
have already made the headlines— 
and the response will hardly sell as 
many newspapers as the accusation 
even if it happened to get the same 
news space. 

The utility will request that it be 
heard by the legislative committee. 
And the request will be granted—after 
the attack has exhausted the news- 
worthiness of the subject. And after 
the damage has been done to the com- 
pany’s reputation among its patrons, 
the local officeholders who vote fran- 
chises, the regulatory personnel, and 
the people who are potential pur- 
chasers of its stocks and bonds. 


“= specter of such an investiga- 
tion is not just a skeleton dragged 
out of.a closet of the past. In an age 
of as uncertain politics as the present, 
the next witness on the TV set could 
very well be a top utility executive 
subpoenaed before an unfriendly com- 
mittee and trying to answer accusers 
whom his counsel never had the op- 
portunity to cross-examine. 
Unrestrained power is dangerous 
wherever manifested. Those who 
would urge that a responsible person 
is only looking for trouble if he speaks 
out at present for a code of conduct 
for legislative committees is playing 
fast and loose with both dollars and 
sense. This is not a problem peculiar 
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public policy affecting them. In recent years the industry 


q “Urtiuities have long been alert to changes of substance in 


has set a national example among economic groups in ful- 
filling its responsibility to present its case on pending policy 
questions in both the halls of government and, even more 
important, the public market place of ideas.” 


to the utilities. But those who would 
claim that it does not have special po- 
tential applicability to utility com- 
panies are political ostriches. 
Legislative committees have done 
excellent work in recent years in com- 
bating subversion and uncovering cor- 
ruption. But the FBI has done equally 
well with quiet, scientific methods. 
The least that can be sought for the 
politically directed legislative in- 
quiries is that they be conducted under 
a standard of reasonable restraints. 
Leaders of both parties, as Senators 
Eugene Millikin of Colorado and 
Paul Douglas of Illinois, and Repre- 
sentatives Kenneth Keating of New 
York and Chet Holifield of California, 
have spoken out for checks and bal- 
ances on legislative investigations “to 
restrain some irresponsible blabber- 
mouth, some headline hunter,” as 
Senator Millikin has put it, “from 
going out and ruining citizens.” 


business circles the lack of ra- 
tional restraints on legislative in- 
vestigations is similarly being recog- 
nized. William T. Gossett, vice presi- 
dent and general counsel of the Ford 
Motor Company, recently wrote in the 
American Bar Association Journal, 
“No thoughtful citizen would deny 
the power of Congress to investigate 
. .. But in the absence of strict rules 
to guide and limit them, committees 
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cannot be depended upon to proceed 
with decorum and fairness. There is 
too much of a temptation to conduct 
the hearing in a manner best calcu- 
lated to advance the political interests 
of the members of the committee—to 
dwell on the sensational and lurid as- 
pects of the evidence, without regard 
to the rights of witnesses.” He called 
for the establishment of standards of 
conduct for such investigations. 

The study and possible support of 
just such a proposal is the kind of con- 
cern for the mechanics of government 
with which those thinking about the 
future of utilities must be aware if a 
government directed with intelligence, 
not invective, is to be assured. Such 
would not be a project for an indus- 
try-wide association, nor for utility 
companies as such. But it is a matter 
for concern among those individuals 
conscious of the governmental context 
within which a regulated business must 
operate. 


| peeragy to develop an articulate at- 
titude on this problem will result 
sooner or later in not only some legis- 
lative committee turning on the utility 
industry. Excess power in government 
tends to spill over. What the legis- 
lators can get away with, acquisitive 
administrative agencies have histori- 
cally sought to emulate. 

But the reach of the problem is even 
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greater. As U. S. Supreme Court Jus- 
tice William O. Douglas recently 
stated in discussing this same subject, 
“ _. the freedoms that are involved 
_.. are in final analysis mostly summed 
up in the concept of due process as we 
have come to know it.”” The immediate 
implications of that statement of the 
problem should be obvious for utilities. 
Procedural due process is the keystone 
of their right to a fair hearing before 
regulatory agencies. Even more funda- 
mentally, substantive due process is 
the final buttress against arbitrary 
confiscation of private property. That 
which erodes due process thus threat- 
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ens the entire foundation upon which 
we have built. 


HE challenge to take a stand now 

for constitutional liberties — for 
the same fundamental rights before 
legislative committees which have his- 
torically been assured in the judicial 
branch of government—is a matter of 
both public service and self-preserva- 
tion. For it involves both decency and 
dollars. So long as such excess power 
as that of the legislative inquisitor is 
loose, no one’s house is safe, but es- 
pecially those houses with as much 
at stake as the utilities. 












Benign Welfare State 











endangering its existence. 
“In turn, government has 







portunity. 










Could Turn Malignant 


te is now allegedly just a benign welfare state in 
this country can be purposely led, or through in- 
difference drift, into a malignant totalitarian state. 

“Americans must change their thinking. Individuals as well 
as states and cities must quit looking to the Federal gov- 
ernment for solution to their problems. Somehow, self-reliance 
and self-respect must be revived. 

“Two major factors have created this situation. Our capital- 
istic system, which we also call free enterprise, has become sus- 
pect in the public mind to a degree impairing its efficiency and 


grown so big, so powerful, and 


profligate that it constitutes a threat to our basic economy as 
well as to our cherished heritages of individual freedom and op- 


“Capitalism is the only economic system that has enabled the 
























masses to rise above the level of poverty and it has given this 
country the highest standard of living the world has ever known. 

“Yet, as a result of misinformation and propaganda, Capital- 
tsm has come to connote a system which exploits the masses and 
creates excessive profits for the few, while government is 
credited with all economic and social gains which have only 
been attained because of our capitalistic system and in spite of 
the government. 

“Capital works just like labor. It supplies the money to pro- 
vide the tools (machines and plants) without which labor could 
not produce, So Capitalism is entitled to wages and they really 
are not excessive.” 

—W. G. Paut, 


President, Los Angeles Stock Exchange. 
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The Future of Utility Ownership 


Assuming that the intent of the Federal government during 

the past two decades—up to last January—was eventual sociali- 

zation of the electric power industry, to what extent has this 

changed? What, in short, is or should be the real future of 

utility ownership under the broad policy directives now being 
developed? 


By ALFRED M. COOPER* 


HEN a new Federal adminis- 
W\ tration takes over, and par- 
ticularly when there has been 
a change of the party in power, the 
people must wait until they see just 
what new developments will transpire. 

For a score of years we have been 
conditioned to an economy that has 
tended farther and farther to the left. 
In the public utility field, those of us 
who have at various times been em- 
ployed in privately and publicly owned 
electric utilities have often wondered 
what the future held in store for the 
country in this sphere. 

Now that the dust has begun to set- 
tle, it would appear that there will be 
some changes made and most of us 
will be content with the new state of 
affairs. 

*Author of business articles, residing in Cali- 


fornia. For additional personal note, see 
“Pages with the Editors.” 
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Time was when the ownership ques- 
tion involved only municipalities and 
private enterprise. Then the Federal 
government entered the field and soon 
dominated even the municipally owned 
utility. Not only this, but a lot of fed- 
erally owned power plants—mostly 
hydroelectric—began to mushroom all 
over the nation, and frequently these 
were tied in with some sort of reclama- 
tion project which might or might not 
have any real worth. 


th distressing feature in connec- 
tion with these Federal plants was 
that they were never directly author- 
ized by the people, as were the munici- 
pally owned installations. “Free pub- 
lic power” became a political catch- 
word and the cost of these plants 
tended to be confused, if not concealed 
in an intricate system of bookkeeping 
and accounting of taxpayers’ money. 
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Sone fact that most of our electric 
power supply continues to be de- 
rived from privately owned utilities is 
fair proof that that is the way most 
people in this country want it to be. 
Otherwise the power companies would 
have gone down the drain years ago. 
There can be no question but that the 
intent at Washington (before last 
January) was to socialize the electric 
power industry, and thereafter use 
this as the entering wedge for the so- 
cialization of all industry. 

Now that that danger appears to 
have been averted, there arises the 
problem of what to do with all of the 
federally developed power brought in- 
to existence under a score of pretexts, 
and more often than not located so as 
to be of little value to the privately 
owned power companies. 

The future of municipal ownership 
of our electric utilities now depends 
solely upon the wishes of the local 
electorate. For a time it was difficult 
to tell where municipal ownership 
ended and Federal ownership began. 
Now, however, such confusion is not 
likely to exist and the city-owned pow- 
er bureau will stand alone. 

Judging from the record of the past 
twenty years, it may stand very much 
alone since, with the fullest co-opera- 
tion of socialistically inclined admin- 
istrations, it was never particularly 
successful in replacing the old- 
fashioned, business-managed electric 
light and power company of the type 
Thomas A. Edison had in mind when 
he developed this infant industry. 


B” to get back to those vast fed- 


erally built electric utilities. 
Granting that we have invested bil- 
lions of dollars in these structures and 
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their transmission lines, the question 
is, shall we write them off as an un- 
profitable investment in the normal 
business sense, shall we permit the 
Federal government to continue in the 
power business, or is there any way in 
which we can save something out of 
this socialistically inspired and some- 
what sorry mess? 

For one thing, there is no further 
occasion for government to engage in 
competition with private enterprise. 
No matter what may be the demands 
on our electric industry, the private 
power company can meet these very 
well. The nation is carrying an enor- 
mous debt, yet Federal power can only 
increase this load. It can never reduce 
our indebtedness. It never has. 


P is not difficult to get figures on the 
public debt, but it has not been so 
easy to find out what various Federal 
dams and 300-mile transmission lines 
have cost the taxpayers. For one 
thing, governmental bookkeeping is 
something unrecognizable by a well- 
known public accounting firm. Again, 
public power and reclamation projects 
are so intertwined that it is almost im- 
possible to tell what percentage of the 
entire cost should be allocated to each. 

Proponents for Federal power like 
to confuse the issue further by includ- 
ing flood control and other items in 
the picture. I remember when Hoover 
dam and Parker dam were touted as 
flood-control projects, yet in the recent 
administration, 20-odd additional 
dams were blueprinted along the low- 
er reaches of the Colorado river and 
its tributaries solely as flood-control 
auxiliaries. In the same _ fashion, 
Coulee and Bonneville were publicized 
as flood-control devices until the dis- 
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aster at Vanport proved their worth- 
lessness in this capacity. 


HERE is another curious angle to 

this Federal power business. 
When New York or Chicago needs 
additional power, the utility companies 
serving these cities build a great steam 
plant and the problem is at once 
solved. But Federal power plants ap- 
pear always to spring up hundreds of 
miles distant from any industrial area. 
Perhaps the nearest to a large manu- 
facturing center our government has 
built a great dam and power plant is 
the Hoover dam installation — 300 
miles from where the power could be 
utilized. At least Hoover dam was 
planned on firm and businesslike con- 
tract commitments before the first 
yard of cement was poured. 

The Colorado river dams have ad- 
ditional justification for existence, 
even though they only divert water for 
irrigation to the arid regions in Cali- 
fornia and Arizona. But how can we 
put on a safe cost basis the enormous- 
ly costly chain of dams and power- 
houses that constitute TVA ? And how 
can we rationalize the fact that our 
only real power shortage and some of 
our most harmful water shortages lie 
within the region served by Coulee and 
Bonneville dams? 

If great hydroelectric installations 
were feasible just outside of New 
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York, Chicago, or Detroit, then cer- 
tainly no one could criticize the engi- 
neering judgment of those who con- 
structed these. It takes a lot of power 
to operate the industries of such cities, 
and my guess is that such plants would 
have been built fifty years ago and 
by privately owned electric light and 
power companies. 

But it takes a spendthrift govern- 
ment to build far more costly hydro- 
electric installations hundreds of miles 
from anywhere, then wildly promote 
an industrial demand which cannot be 
met along with normal domestic load 
growth, if private investment is scared 
out of the area—as usually happens in 
such cases. 

Here again, however, we have only 
examined a part of the problem. For 
Federal power has become a political 
issue and when one state gets more 
than its share of the benefits from the 
expenditure of Federal billions, other 
commonwealths desire to get some- 
thing to repay them for the money 
they have paid for somebody else’s 
electricity. And a smart Federal bu- 
reau can thus work both ends against 
the middle and eventually leave all of 
us taxpayers holding the bag. 

Ever since the construction of Keo- 
kuk dam the privately owned power 
company has proved that it has all the 
answers so far as hydroelectric power 
is concerned. It does not confuse the 


“Tue future of municipal ownership of our electric utilities 
now depends solely upon the wishes of the local electorate. 
For a time it was difficult to tell where municipal ownership 
ended and Federal ownership began. Now, however, such 
confusion is not likely to exist and the city-owned power 
bureau will stand alone.” 
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generation of electricity with a multi- 
tude of other activities, and it does not 
ask the public to foot its construction 
bills. Every kilowatt thus produced is 
economically utilized. Whenever hy- 
droelectric power proves too expen- 
sive, the private corporation turns to 
other means of turning over its gen- 
erators. As a rule this is the case when 
the transmission lines are found to be 
disproportionately long and costly. 

Above all, the private utility wants 
access to a great near-by market for 
its electric power. It would not con- 
sider building a power plant beyond 
practical transmission range. 


8 ape presen agr there are useful 
and desirable irrigation projects 
which can only be handled by Federal 
agencies. There are also irrigation 
projects that should never have been 
essayed, either by public or private in- 
terests, and land made arable thereby 
would have been better employed in 
some other fashion. After all, when 
government pays farmers not to plant 
crops, it appears ridiculous for gov- 
ernment to spend billions in develop- 
ing other land on which crops must 
not be planted. 

Nevertheless, if we look ahead fifty 
or a hundred years we may find all of 
this reclaimed land of some value to 
us in terms of a population nearly 
double that we now have. The real 
problem here is not reclamation but 
socialization of our power industry, 
and the temptation of government to 
take over all industry in the course 
of this process. We have seen the be- 
ginning of this in the reception of the 
so-called “valley” projects from coast 
to coast. 

If we wish to keep hydroelectric 
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generation out of politics we may do 
so and save billions of dollars in the 
process. There is no more excuse for 
government handling the sale of elec- 
tricity than for government building 
our automobiles. Indeed, we already 
have had government nibbling at the 
steel business. Only the socialistically 
inclined could justify this entering 
wedge. America, under private enter- 
prise, always has outproduced the 
world in steel, just as it has installed 
nearly 60 per cent of all the telephones 
in the world. All have been installed, 
together with switchboards and auxil- 
iary equipment, as privately owned fa- 
cilities. 

Ever since I worked with the Chi- 
cago electric utilities I have been hear- 
ing about a “power trust.” Perhaps at 
one time—some thirty years ago— 
there were those who possessed 
grandiose ideas along these lines. They 
never did get very far with them as 
far as real concentration of control 
over the whole industry was con- 
cerned. Within the past twenty years 
power companies have been sawing 
wood and attending strictly to their 
own business. The only contemplated 
“power trust” has been a Federal af- 
fair, and it has been but the beginning 
of an effort to socialize all of our in- 
dustries. 


to back to our original ques- 
tion: What on earth are we go- 
ing to do with all of these titanic hy- 
droelectric programs foisted on the 
public by an administration that was 
determined to cram them down our 
throats whether we wanted them or 
not? 

I have said that their reclamation 
value, in instances, can serve some use- 
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Businesslike Solution for Public Power 


ce  Ospd industrial areas have a way of developing where the need 

is greatest, rather than where a benevolent government decrees. 

There is no reason to believe that industrial management will change 

its ideas on this subject in the years ahead. Thus the solution of our 

existing public power problem must be worked out very much as we 

would go about extricating ourselves from any other nation-wide 
difficulty.” 





ful purpose. As flood-control units 
they may run into conflict, since flood- 
control catch basins should be oper- 
ated normally nearly empty, while 
reclamation and hydroelectric dams 
are designed to be operated brimful. 
Therefore we may have to compromise 
the flood-control angle and we may 
find it advisable to wait many years be- 
fore we can economically utilize the 
behemoths for reclamation purposes. 
Two possibilities remain, and these 
are but problematical. One is that some 
dams may be utilized as means of fur- 
nishing water supply to seacoast areas 
suffering lack of sufficient potable 
water. There is some possibility that 
this problem may be solved at less than 
the cost by the installation of coastal 
desalting plants operating on cheap 
fuels and, according to the U.S. Public 
Health Service, furnishing a grade of 
water superior to that now diverted 
from many of our greatest rivers. 
The other possibility is, of course, 


they can be turned back to the tax- 
paying economy by public subscription 
of securities, based on sound invest- 
ment in these properties, which would 
henceforth stand on their own feet and 
pay their own way. 

The great difficulty here, of course, 
is the distance intervening between the 
big dams and the nearest industrial 
centers and the engineering problems 
that must be overcome before a Fed- 
eral project of this type may become 
economically profitable. 


S long as the taxpayer carried the 
burden, the Federal bureaus did 
not have to worry about “economy” 
in anything. But you can’t run a com- 
mercial power company that way. 
Recently the head man of a Pacific 
Northwest electric utility told me that 
not only were the public utility dis- 
tricts altogether antiquated, but that 
many citizens served by Federal pow- 
er in that area would, if given an op- 
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portunity, vote them out of existence 
today. 

Here we have the old story of 
government seducing the taxpayer 
with stories of “free public power,” 
freezing out private enterprise, and 
thereafter developing a monopoly on 
the supply. 


B pee same situation applies today in 
some REA co-op districts. If the 
consumer had an opportunity to vote 
on these matters, many of these rural 
communities would be served thence- 
forth by private power corporations, 
and when one examines the rate sched- 
ules in effect, he can understand why. 
It is a fact that private corporations 
may have hesitated overlong in run- 
ning power lines into thinly populated 
areas, but there is no reason to believe 
that either the companies or the con- 
sumers will care to perpetuate the 
scale and methods of co-op manage- 
ment indefinitely. 

For one thing, experts now speak 
casually of a population in our time of 
200,000,000 Americans. If this should 
come to pass, then we may, for the 
first time, begin to find it difficult to 
discover a sparsely populated commu- 
nity within our borders. This situation 
may not be considered an unmixed 
blessing, but certainly it makes the 
furnishing of electric power to all 
rural areas economically feasible, and 
this means that the job falls into the 
province of privately owned electric 
utilities all over the country. 

There is no reason to believe this 
responsibility will not be properly dis- 
charged, and at a genuine saving to 
the consumer and to the taxpayer a 
thousand miles away who today must 
help meet any deficits that occur. 
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( industrial areas have a way 
of developing where the need is 
greatest, rather than where a benevo- 
lent government decrees. There is no 
reason to believe that industrial man- 
agement will change its ideas on this 
subject in the years ahead. 

Thus the solution of our existing 
public power problem must be worked 
out very much as we would go about 
extricating ourselves from any other 
nation-wide difficulty. The steps ap- 
parent at this time are: 

Keep this business of electric power 
separate from that of reclamation, 
flood control, and domestic water sup- 
ply, and solve it as an isolated prob- 
lem. 

Instead of building scores of 
“stand-by” steam-generating plants at 
public expense, conceive of our present 
Federal hydroelectric plants being in- 
tegrated into the public utility service 
supply as a whole. 

Permit experienced engineers in the 
employ of private power companies to 
survey each existing public power 
project and determine to what extent 
its construction was originally justi- 
fied and how much power can, in the 
immediate future, be utilized from 
this source. Consider any remaining 
power as reserve supply. 

Continue our experiments, author- 
ized under HR 6578, until we succeed 
in supplying much of our water de- 
ficiencies with desalted sea water. This 
action alone will alert the public to the 
fact that Federal power and Federal 
water supply have a shrinking place in 
the future water resource picture. De- 
salting sea water is a project to be car- 
ried mainly by the municipalities, once 
the early “bugs” have been disposed 
of. 
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If a great dam will notcontrol floods, 
cannot economically furnish elec- 
tricity, cannot be economically used to 
furnish domestic water supply to arid 
areas, and can but irrigate millions of 
acres of public land not now required 
for cultivation, how can its investment 
be salvaged? 

This is a difficult question to answer. 
Informed engineers concede that we 
may sorely need the power derived 
from such dams. But these same engi- 
neers—even those employed by the 
Federal government—are of the opin- 
ion that the basins behind great dams 
may silt up even before the water thus 
impounded can be properly utilized, 
either for irrigation or for power gen- 
eration. There is no practical way of 
averting such a contretemps, nor any 
practical method of desilting such 
great basins—as, for instance, those 
exemplified by Lake Mead. 


HUS we may sum up: Permit a 
committee of nonpolitical experts 
to determine the extent to which wemay 


economically utilize our existing public 
dams, power installations, aqueducts, 
and overlong transmission lines, and 
put these, whenever possible, on an in- 
tegrated supply basis. 

Save several billion dollars by re- 
fusing at this time to follow through 
on building further stand-by steam 
plants designed to make unneeded pub- 
lic hydroelectric plants reliable sources 
of power. 

Permit nonpolitical engineers to 
work out practicable flood-control sys- 
tems and thereafter authorize public 
agencies to construct these for that 
purpose alone, and according to the 
plans provided them. 

Consider domestic water supply and 
irrigation as problems entirely sepa- 
rate from politically inspired hydro- 
electric projects. 

In the future, give a little more 
thought to the matter of spending bil- 
lions for great dams far removed from 
civilization. Perhaps in another decade 
the atom may even make the hydro 
dam obsolete. 





Working for Taxes! 


al eo of all kinds for 1953 will be as much as all the 
wages, salaries, rents, interest, and dividends received 
by all the Fesie of America from January 1st to April 22nd. 
Now you can work for your family, for what’s left of the year. 
“Most of those taxes are spent for safety, and no sensible 
man would change that. All the more reason not one penny 
should be spent that we and our government can do without. 
The less we businessmen, farmers, workers demand for our- 
selves from our city, state, national government, the less gov- 
ernment need demand from us. Government has nothing to give 
us that it hasn’t first taken from us. 
“Wouldn’t you rather start working for yourself earlier in 
~ _ so have the money to provide your own bene- 
ts?” 
—Excerpt from statement, Chamber of 
Commerce of the United States. 
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Conditions for Private Company 
Hydros 


wo entirely independent develop- 

ments in the field of proposed hydro- 
electric dam development by private elec- 
tric companies have brought forth evi- 
dence of what may be a fairly consistent 
pattern policy. It may be the policy of the 
Eisenhower administration, as  an- 
nounced by Secretary of Interior Mc- 
Kay, regarding the conditions or circum- 
stances under which private electric com- 
panies will be permitted or even encour- 
aged to build multipurpose projects. Mc- 
Kay’s predecessor, former Interior Sec- 
retary Oscar Chapman, was, of course, 
adamant in his position that only the Fed- 
eral government should occupy this field, 
although it might be occasionally dele- 
gated in local detail to other public agen- 
cies, provided they were public agencies 
and in no sense connected with private 
companies. 

The first evidence of Secretary of In- 
terior McKay’s pattern of policy came 
in the July 7th hearings before the Fed- 
eral Power Commission examiner on 
Idaho Power Company’s application to 
build three dams on the Snake river, the 
first at Oxbow. McKay already had 
dropped out of this case as a party in- 
tervener. But he brought forth his 
“recommendations” in the form of a 
statement as part of his previous promise 
to make available to the FPC all informa- 
tion on matters in connection with re- 
gional development in which the Interior 
Department has a genuine interest. 

McKay’s “recommendations” were in 
the form of nine stipulations, but for 
brevity might be summed up in four 
classifications or conditions to be im- 
posed in the FPC license if the FPC de- 
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cides to grant one. These are the four 
general conditions: 

1. A requirement for the completion of 
all three projects within a specified and 
reasonable period of time related to the 
critical need of power in the Northwest. 

2. Protection of upstream consumptive 
uses of water. 

3. Co-ordination and interconnection 
of power with the Northwest Power 
Pool. 

4. Protection of wild-life resources or 
alternate means for their development to 
offset harm done to existing resources. 

In return for such conditions, Interior 
Department would agree to release from 
future reclamation “withdrawal” any 
public lands needed for reservoir pur- 


poses. 


it is not difficult to perceive what the 
administration may be seeking to ac- 
complish. As a matter of practical politics, 
it is well known that the Democrats are 
trying to build up an issue on the so- 
called “give-away” policies of the Eisen- 
hower administration. Idaho Power 
Company has claimed that the three 
smaller dams which it proposes to build 
would develop about as much power as 
the single large dam at Hell’s Canyon 
which Chapman wanted to build but 
which McKay apparently has abandoned. 

McKay does not want to be in the posi- 
tion during the next congressional elec- 
tion, or in 1956, of having the charge 
made that the Eisenhower administration 
“gave away” the Snake river develop- 
ment to “private interests” ; that only one 
small dam was being built and nobody 
could tell when the others would be built, 
if ever. On the contrary, McKay is, in 
effect, saying to the FPC, “Use your 
judgment about whether to license the 
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Idaho Power Company. But if you do, 
make sure that the company lives up to 
all promises to develop the full potential 
of power and co-ordinate its program 
with the over-all basin plan. 

Thus, if FPC does grant a license ob- 
taining the full commitments along the 
lines “recommended” by McKay and the 
Idaho Power Company gets on with its 
construction, the Eisenhower administra- 
tion would have a good, positive case to 
stand on before the country in the next 
election, It could say, in effect, “We gave 
away nothing. Private investors, on the 
other hand, have given to the people of 
the area one dam and are committed to 
build two more which will develop all the 
power the old Hell’s Canyon dam would 
have developed. And, it didn’t cost the 
taxpayers a cent. What’s more, this pro- 
gram is actually under way. We got it 
rolling. Compare that with the empty 
promises of the Democrats. Nobody 
could ever know when Hell’s Canyon 
would be built, or when the power would 
be available. And if it ever were built, it 
would cost the taxpayers of the nation 
hundreds of millions.” 


— Power Company already has 
recognized the principle of protecting 
upstream consumptive uses of water in 
its application to the state of Idaho for 
rights to use Snake river waters for three 
power plants, The stipulations requested 
by McKay would simply be means for 
assuring that the principle is carried out 
in safeguarding the future upstream di- 
version for irrigation development. At 
the opening of the hearings on July 7th 
on Idaho Power’s applications, a new re- 
quest for a 90-day postponement was de- 
nied by the FPC examiner. 

The second clew to Interior Depart- 
ment’s policy on allowing a private com- 
pany to participate in a multipurpose 
project was seen in the negotiations of 
the Reclamation Bureau with Southern 
California Edison Company to build a 
power project on the upper San Joaquin 
river. 

Construction at the Mammoth pool 
site would include a dam, reservoir, and 


hydroelectric plant. Secretary of Interior 
McKay said he instructed the bureau to 
negotiate “an operating contract which 
would fully protect irrigation develop- 
ment in the San Joaquin valley and at 
the same time avoid undue restraint on 
the company’s use of the river for power 
purposes.” 
* 


Mist over Niagara 


RESIDENT Eisenhower in his press con- 

ference on July 9th did little to re- 
move the haze of speculation which hangs 
over the ultimate fate of Niagara power 
development. On that very day, the 
House Rules Committee, after a hectic 
session, cleared for action on the floor 
the Miller-Dondero Bill (HR 4351) for 
private power company development at 
Niagara Falls. The House then passed 
(262 to 120) the bill after listening to 
charges and countercharges over the han- 
dling of the legislation in the original 
House Public Works Committee, headed 
by Representative Dondero (Republican, 
Michigan). Whether or not Chairman 
Dondero had fully revealed Budget Di- 
rector Dodge’s alleged opposition to the 
measure was not believed likely to have 
much bearing on the outcome. Certainly 
the bill had clear enough sailing in the 
Dondero committee, where opposition 
was lethargic and failed even to offer 
amendments. 

But more important was the ultimate 
fate of the bill. No informed observer 
expected the measure to be finally enacted 
before the end of the first session of the 
83rd Congress. But the public power bloc, 
shooting for opposition in the Senate 
next year at the next session, is trying 
to make much of the nonpartiality of 
Governor Dewey towards an alternative 
measure to place Niagara power develop- 
ment under control of the New York 
State Power Authority. Even the die- 
hard Federal power proponents seem pre- 
pared to scuttle their own Lehman- 
Roosevelt Bill in favor of the New York 
State Power Authority Bill if it would 
block private power company develop- 
ment under the Miller-Dondero Bill. 
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A to this situation, the President’s 
comments on July 9th cleared up 
nothing at all. The preceding day, Gov- 
ernor Dewey had arrived in Washington 
for a short visit, ostensibly to rally sup- 
port for the New York-New Jersey com- 
pact to outlaw water-front crime. This 
mission was successful enough, But there 
was speculation that Dewey was also try- 
ing to rally support for the New York 
State Power Authority Bill for Niagara. 
When asked about this, Dewey denied he 
was trying to lobby any Niagara bill di- 
rectly in Congress. He admitted what 
was already well known, that he pre- 
ferred the New York state measure. 

The President at his morning confer- 
ence on July 9th, seemed to lend some 
support to Governor Dewey’s claim for 
New York state to control the Niagara 
power project. Then he clearly indicated 
that he was not going to intervene with 
Congress in an effort to block moves to 
turn it over to private enterprise. 

The President explained his position 
as being in favor of maximum local au- 
thority governing such problems and 
that the state itself should be left to de- 
cide how such projects as that at Niagara 
Falls should be run. He added, however, 
that the Niagara project was a very spe- 
cial case and that he did not question the 
right of Congress to decide it, although 
he left the door open to the possibility 
that he might even veto a bill to turn this 
project over to private interests. He said 
his action on any legislation about the 
matter would be determined after careful 
study. 

> 


Gas Items 


COMPROMISE on the long-fought New 
England natural gas distribution 
market battle has been submitted to the 
Federal Power Commission by the rival 
pipeline companies. If approved, it would 
settle the dispute over serving the area. 
The plan varies only slightly from that 
approved by the commission two years 
ago, but which has been tied up in litiga- 
tion ever since. Under the compromise 
proposal, arguments on which began be- 
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fore the FPC on July 17th, Algonquin 
Gas Transmission Company would serve 
markets in Rhode Island, Massachusetts, 
Connecticut, and New Jersey. The 
Blackstone Valley Gas & Electric Com- 
pany, originally assigned to Algonquin, 
would be served by Northeastern Gas 
Transmission Company. In exchange, 
Algonquin would be given the Framing- 
ham division of the Worcester Gas Light 
Company, which in the original certificate 
had been awarded to Northeastern. 
Northeastern would be given, in ex- 
change for the southern New England 
market granted to Algonquin, a clear 
field in the important markets in New 
Hampshire, Maine, and parts of Mas- 
sachusetts. In addition, Tennessee Gas 
Transmission Company, which owns 
Northeastern, would be allowed to sup- 
ply certain interveners along the 


southern portion of its line and would be 
given rights to export natural gas into 
Canada, as it had requested. All parties 
were reported to be in agreement on the 
compromise, subject to FPC approval. 


ONGRESSIONAL reaction to gasoline 

and petroleum price increases is stir- 
ring up a troubled area close to the field 
of natural gas regulation. Chairman Wol- 
verton (Republican, New Jersey) of the 
House Interstate and Foreign Commerce 
Committee told the nation’s oil com- 
panies that their recent increases may 
lead to tighter restrictions on the 273 
per cent tax reduction allowed. 

Another committee member, Repre- 
sentative Heselton (Republican, Mas- 
sachusetts), is sponsoring a bill (HR 
6071) to set up an 11-man commission— 
to be known as the National Petroleum 
Commission—to regulate both oil and 
natural gas production. Heselton, who be- 
lieves that oil men have failed to justify 
their price increases, has had similar bills 
in previous sessions. It is not clear how 
Heselton’s measure, if approved, would 
avoid conflict with FPC jurisdiction un- 
der the Natural Gas Act, Presumably 
all FPC functions would be transferred 
to the new commission and the Natural 
Gas Act virtually repealed. 
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CWA Holds Convention 


yer uneasiness over finances 
and retention of membership were 
reflected in the annual convention of the 
CIO Communications Workers of Amer- 
ica, held in San Francisco late last month. 
Despite a long illness, CWA President 
Joseph Beirne was able to make a brief 
appearance before the end of the conven- 
tion, Beirne, re-elected president by the 
delegates, warned against possibilities of 
stagnation and decay in the union. 

“When I see that we have gained only 
20,000 members in the past year ; when I 
see that there are 200,000 workers out- 
side our ranks, our progress is not good 
enough,” Beirne said. 

In a discussion of the union’s “defense 
fund,” originally intended to finance 
strikes, it was brought out that the fund 
might also be used to counteract member- 
ship raids by the rival AFL International 
Brotherhood of Electrical Workers. The 
implied endorsement by the delegates of 
plans of their officers to wage an all-out 
fight against the IBEW throughout the 
country contrasted sharply with the 
AFL-CIO harmony talks which were in 
progress at the time of CWA’s conven- 
tion. 

Discussions during the convention 
dealt at length with the political situation 
in which the union finds itself. In con- 
trast with the AFL, which has been 
showing signs of withdrawal from direct 
political activity since the Republican vic- 
tory last November, the CWA apparent- 
ly believes that more, rather than less, 
partisan activity is called for on the part 
of the unions. Resolutions passed by the 
convention called for a contribution by 
all CWA members of at least $1 to the 
CIO Political Action Committee, abolish- 
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ment of the Electoral College, and popu- 
lar election of the President and Vice 
President; repeal of the Taft-Hartley 
law ; support for Federal construction of 
the St. Lawrence seaway and power proj- 
ect, and for a Missouri Valley Authority 
similar to TVA; and repeal of state anti- 
labor laws. This last resolution noted 
that “the ascendancy to power of the Re- 
publican party in our national legislature 
may be considered by the legislatures of 
some states as an open invitation to enact 
additional antilabor laws.” 


i report was received which 
expressed dissatisfaction with the 
Republican administration and urged a 
new political alignment which would 
unite all “liberal” forces in one party and 
all conservatives in another. The CWA, 
in other words, envisions a political align- 
ment similar to that which exists today 
in Great Britain. “History bears out the 
need for co-operation between CWA and 
the liberal forces of the nation,” the re- 
port stated. “This labor-liberal co-opera- 
tion is a natural one, because both or- 
ganized labor and other liberal forces, or- 
ganized and individual, seek similar ends 
—the betterment of the conditions of 
mankind. The last election indicated that 
new political alignments are in the mak- 
ing in our nation,” the statement con- 
tinued. 

“A clear alignment of forces, with 
the liberal forces in one party and the 
conservative forces in the other, would be 
in the best interests of all the people. It 
is our hope that such an eventual re- 
alignment will yet bring about a true 2- 
party system throughout the whole coun- 
try. 

“We shall continue to fight for the 
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measures sought by the 1952 Democratic 
platform.” 

In a statement of domestic economic 
policy, the CWA denounced the Eisen- 
hower administration as a “give-away” 
administration which has “deprived” the 
American people of offshore oil resources 
belonging to all the people in the coun- 
try. The “give-away” program of the Re- 
publican administration is jeopardizing 
the natural resources of the nation, the 
statement charged, and added: 


The Federal government should be 
the leader in watershed, river valley, 
and flood-control programs, continua- 
tion of low-cost power projects such 
as the REA, and the adoption of the 
long-awaited St. Lawrence waterway 
and power project. 


(Authors of the domestic policy state- 
ment were apparently unaware that the 
power phase of the St. Lawrence is no 
longer in the hands of Congress. The 
Federal Power Commission has granted 
the state of New York a license to build 
the power plant.) 


WA’s internal affairs were handled 

in routine fashion, Four executive 
officers, in addition to Beirne, were re- 
elected, including Carlton W. Werkau, 
secretary-treasurer ; and John L. Crull, 
John J. Moran, and A. T. Jones, all vice 
presidents. 

The CWA convention voted to es- 
tablish a new District 12 for the Long 
Lines bargaining unit. The eleven dis- 
trict officials elected at the convention 
were: Mary H. Hanscom, District 1; 
Glenn E. Watts, District 2; William A. 
Smallwood, District 3; Walter Schaar, 
District 4; Ray Dryer, District 5; D. L. 
McCowen, District 6; J. R. Hill, District 
7; LaRoy H. Purday, District 8; Joe M. 
Deardorff, District 9; Ernest Weaver, 
District 10; and Louis H. Junker, Dis- 
trict 11. The last two districts lost their 
voting power on the executive board. J. 
Curtis Fletcher, Washington, non-Bell 
national director, and Carl Peters, New 
York, Long Lines national director, were 
both re-elected. 


161 


REA Reorganization Continues 


uRAL Electrification Administrator 
Ancher Nelsen is continuing to 
make administrative changes in the or- 
ganization of REA’s rural telephone pro- 
gram, The latest move involves the con- 
solidation of line and staff work in con- 
nection with the telephone program. 
Previously, much of the staff work for 
the telephone program was done by per- 
sonnel assigned to the electrification pro- 
gram. Under the new setup, all tele- 
phone functions, personnel, and records 
of the technical standards and engineer- 
ing divisions are transferred to the tele- 
phone engineering division, with the ex- 
ception of the pole section and the build- 
ings and structures section. 

The telephone loans division will be 
responsible for all line and program staff 
functions, othet than engineering, in con- 
nection with the telephone program. The 
four staff sections established in the tele- 
phone loans division are the loans sec- 
tion, telephone rate section, management 
section, and validation section. The tele- 
phone functions of the operations di- 
vision, review office, office of the admin- 
istrator, and program analysis division 
have all been transferred to the telephone 
loans division. 


* 


New Mexico Court Approves 
Temporary Rate Boost 


HE Mountain States Telephone & 
Telegraph Company has been given 
temporary permission to put into effect 
higher rates in New Mexico, but only on 
provision it posts bond to protect its cus- 
tomers if the raise is later denied, The 
state’s supreme court told lawyers for the 
company and Assistant Attorney General 
W. J. Torrington, representing the state 
corporation commission, to get together 
on a bonding agreement to cover the esti- 
mated $1,741,000 gross annual increase. 
The court’s final decision, after hearing 
the case on its merits, is months in the 
future. 
A two-man majority of the corpora- 
tion commission disallowed the increase 


JULY 30, 1953 





PUBLIC UTILITIES FORTNIGHTLY 


on June 19th, the third commissioner dis- 
senting, The company, which contends 
the raise is vitally needed, went ahead 
anyhow as scheduled and made the in- 
crease effective June 23rd. Torrington 
then removed the case to the supreme 
court. The court’s ruling, allowing the 
increase to go into effect under bond, set 
precedent. Although the state was denied 
an injunction to prevent the rates from 
being charged, the court rejected the 
argument of the company’s attorney, who 
contended that the supreme court has no 
jurisdiction in rate matters unless it first 
determines the merits of the case. This 
implies that the court cannot issue any 
decision without a full hearing as to the 
reasonableness of the corporation com- 
mission order. 

Company counsel cited several court 
opinions to buttress his argument that un- 
der the provision of the Constitution re- 
lating to the orders of the corporation 
commission, “when the matter is re- 
moved, the court must determine the case 
on its merits.” The court’s ruling was 
made without reference to whether the 
commission was fair in denying Moun- 
tain States the $1,741,000 in additional 
revenues it sought at the hearing in June. 


Sa 
State Wire-tap Bill Vetoed 


N antiwire-tapping bill passed by the 
1953 Missouri legislature, barring 
the interception or divulging of telephone 
and telegraph communications, was 
vetoed by Governor Phil M. Donnelly. 
The governor, in disapproving the bill 
which had been recommended by a legis- 
lative criminal laws revision committee, 
said it went too far “in completely out- 
lawing wire tapping.” 

The act prohibited the interception of 
any telephone or telegraph communica- 
tions, by wire-tapping methods, and 
barred divulging of information obtained 
in that manner, Violation of the act would 
have been a felony, punishable by im- 
prisonment in the penitentiary for not 
more than five years, or in jail not to 
exceed one year, or by a fine of $1,000. 
Provision was also made for forfeiture of 
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$1,000 to the persons whose wires were 
tapped. The bill also made inadmissible 
as court evidence any information ob- 
tained through wire tapping. 

Donnelly said the measure was too 
stringent and could subject to punish- 
ment any person participating in “the 
time-honored practice of listening in on 
party telephone lines. Wire tapping is a 
practice which has been strongly con- 
demned,” Donnelly continued. “How- 
ever, I feel that under a closely regulated 
and controlled procedure it has some 
proper place in law enforcement, partic- 
ularly regarding certain criminal offenses 
in which telephonic communication is 
generally involved, such as kidnapping 
and bookmaking.” 

The Missouri governor recalled that 
the U. S. Senate Crime Investigating 
Committee, known as the Kefauver 
Committee, had recommended wire tap- 
ping should be permitted when sur- 
rounded by statutory and judicial safe- 
guards. A House Judiciary subcommit- 
tee has just completed hearings on an 
administration bill to permit wire tap- 
ping by Federal investigators and prose- 
cutors, subject to the discretion of the 
Attorney General. 


* 
FCC Boosts TWX Rates 


op. FCC has approved new Bell sys- 
tem teletypewriter exchange service 
(TWX) rates, expected to bing in ad- 
ditional gross annual revenues of $8,000,- 
000. The commission found that the Bell 
system was earning approximately 1.6 
per cent on its interstate TWX opera- 
tions. The new boost will raise the rate 
of return to about 7 per cent. 

The commission’s decision was regard- 
ed as the first move towards transfer of 
the TWX services from the Bell system 
to Western Union—a move recently rec- 
ommended by the Senate Interstate and 
Foreign Commerce Committee. The 
FCC removed another obstacle to such a 
transfer when it induced the Bell system 
to separate the investment and operating 
costs of its telephone business from its 
telegraph business. 
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Financial News 
and Comment 


By OWEN ELY 


Holding Company Integration 
Programs 


M°s: of the remaining integration or 
dissolution programs of the hold- 
ing companies are in their final stages, 
and require only brief comment. (The 
companies are arranged alphabetically.) 

American Power & Light Company’s 
final dissolution plan was approved by 
Federal Judge J. D. Clifford at Portland, 
Maine, on May 15th, following SEC ap- 
proval, It calls for eventual distribution 
of assets totaling about $7,000,000, 
against which there are book liabilities 
of some $300,000 and contingent tax 
liabilities said to range from $400,000 to 
$3,400,000. On September 2nd a dis- 
tribution to stockholders consisting of 95 
cents a share and 1/43 share of Portland 
Gas & Coke for each share of American 
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(with cash paid in lieu of fractional 
shares) will be made. Transfer books are 
to be closed after July 21st, and final dis- 
tribution of remaining cash assets may 
not be made for several years pending a 
final determination of income tax liabili- 
ties. 


LECTRIC BOND AND SHaRE'S final plan 
for conforming to the Public Utility 
Holding Company Act proposed the dis- 
tribution of 2,073,750 shares of United 
Gas Corporation during 1953-54, retain- 
ing 567,031 shares (approximately 5 per 
cent of the outstanding United Gas 
stock). Of the former amount, 105,000 
shares were distributed on June 30th as a 
semiannual dividend to Electric Bond 
and Share common stockholders and 
United Gas stock is scheduled to be used 
for another dividend around the end of 
the year, making a total payment equiva- 
lent to more than $1 a share on Bond and 
Share common. The distribution of 
892,500 shares (17 shares of United Gas 
for each 100 shares of EB&S) is sched- 
uled to take place within ninety days of 
the effective date of the plan. Within two 
years of the effective date of the plan 
stockholders are to receive rights to pur- 
chase United Gas on a 1-for-10 basis, The 
plan also contemplates the payment of 
dividends in United Gas stock in 1954. 
This will leave some 236,250 shares of 
United Gas to be disposed of by Bond 
and Share within two years of the effec- 
tive date of the plan. 
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The effective date of the plan is the 
date of court approval. The plan was 
approved by the SEC on February 20th 
and hearings were held before the U. S. 
District Court in New York on April 9th. 
On June 19th, Judge J. F. X. McGohey 
handed down an opinion denying the 
SEC application for enforcement of its 
order, on limited grounds relating to the 
latitude the company should have in its 
investment program during the period 
Bond and Share is in process of reduc- 
ing its holdings in United Gas stock to 
less than 5 per cent of the then outstand- 
ing stock ot United Gas. Later the SEC 
requested the court’s permission to re- 
argue the case, in which motion Bond and 
Share joined. Pending decision on the 
motion, the court remanded the plan to 
the commission so that EB&S could make 
certain clarifying amendments dealing 
with the court’s objections, 

The SEC has approved such amend- 
ments and on July 17th Judge McGohey 
approved the plan as amended. 

Bond and Share’s plan contemplates 
that, at the end of the period during 
which it is cutting down its holdings of 
United Gas stock, it will become an in- 
vestment company and will have wide 
latitude in the employment of its enlarged 
capital funds. The company plans to re- 
tain its 100 per cent interest in Ebasco 
Services Incorporated and its ownership 
of approximately 55 per cent of the com- 
mon stock of American & Foreign Power 
Company, Inc. 


NTERNATIONAL Hypro-E.eEctric Sys- 
TEM is finally consummating the long- 
planned sale of the hydro properties of 
its subsidiary, Eastern New York Power 
Corporation. Niagara Mohawk Power 
has purchased certain properties for $8,- 
500,000, and others are being sold to New 
York State Electric & Gas Corporation 
for $5,600,000. After retiring Eastern’s 
$7,431,000 first mortgage bonds and $3,- 
000,000 preferred stock, there remained 
about $3,300,000 for application against 
International’s bank loan. Upon retire- 
ment of the bank loan and consummation 
of certain property sales, International 
will have over $8,000,000 cash, less 
taxes and reorganization expenses. 

On June 30th the trustee of Inter- 
national filed a compromise plan with 
the SEC which was agreed to by all in- 
terested parties, This provides that the 
company will be converted into an in- 
vestment concern (permitting it to take 
advantage of substantial tax losses on its 
books) instead of being liquidated. The 
plan proposes retirement of the pre- 
ferred stock by exchange of 54 shares of 
Gatineau Power for each share of pre- 
ferred. The preferred stock apparently 
might be entitled to the redemption price 
of $60 plus accrued dividends of $61, or 
a total of $121; at the July 13th quota- 
tion of 21 bid for Gatineau the “package” 
would be worth about $115 and the pre- 
ferred stock was selling at 107. 

New England Public Service Com- 
pany and its small holding company 
affiliate, Northern New England Com- 





U. S. Long-term Bonds—Taxable 
Utility Bonds—Aaa 
| 
Utility Preferred Stocks—High-grade ... 
Medium-grade . 
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CURRENT YIELD YARDSTICKS 


Latest available Moody indices are used for utility bonds and preferred stocks; 
Standard & Poor’s indices for government bonds and utility common stocks. 


1953 Range 
High Low 


. _ 


3 39 
3.72 
3.84 
4.45 
4.87 
5.73 


1952 Range 
High Low 


2.78% 2.56% 
3.08 2.93 
2.99 
3.21 
3.46 
3.94 
4.33 


5.59 5.08 
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COMMERCIAL GAS USE EXCEEDS 


NATION’S BUSINESS GROWTH 


[INDEXES 1941-100] 


GAS SALES 
TO COMMERCIAL 
USERS 


[VOLUME] 
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COMMERCIAL 


GAS USERS 


122 
BUSINESS 
ESTABLISHMENTS 
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SOURCE: AMERICAN GAS ASSOCIATION 











United States rose at a faster rate than retail business establishments. 
olume of commercial gas sales has nearly tripled since 1941. Much of 
this utility gas growth was in the food service field, which has become 
the nation’s fourth largest industry. Americans spend more than $15 
billion per year on meals consumed outside the home. Nine out of ten 


of these meals are cooked with gas. 
165 JULY 30, 1953 


* the postwar period the number of commercial gas customers in the 
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pany, were finally liquidated and dis- 
solved on April 14th, with distributions 
to security holders of various amounts of 
the common stocks of Central Maine 
Power Company, Central Vermont Pub- 
lic Service, and Public Service Company 
of New Hampshire, together with small 
amounts of cash for dividend adjustment 
purposes. At the end of five years com- 
mon stockholders of both companies will 
receive a final distribution of any avail- 
able cash remaining in the hands of the 
liquidation trustee or agent. 


TANDARD Gas & ELEctrIc has asked 
SEC permission to distribute one- 
quarter of a share of Duquesne Lighting 
common for each share of its own stock. 
This initial distribution is proposed so 
that stockholders will receive at the 
earliest possible date a dividend-paying 
security. Subsequent distributions will 
be made as liquidation progresses and as 
tax and fee claims are clarified, accord- 
ing to Chairman Robert J. Levy. 

Standard Power & Light Company is 
redeeming its remaining 7 per cent pre- 
ferred stock at the call price plus divi- 
dend arrears; 62 per cent of the stock 
already had been deposited under an ex- 
change proposal. The company plans to 
remain alive as an investment company 
after full compliance with the Holding 
Company Act, thus obtaining the poten- 
tial tax advantage of a very large book 
loss. A settlement of the probable Bylles- 
by claim for an equity interest remains 
to be worked out, however. 

United Corporation’s principal re- 
maining step to comply with the Public 
Utility Holding Company Act is to dis- 
pose of all but about 4.9 per cent of its 
former large holding of Niagara Mohawk 
Power common stock. Sales must be 
made on the Stock Exchange, which 


tends to slow the program ; however, sub- 
stantial sales had been made before the 
recent decline in the market. Until this 
program is completed and SEC clearance 
obtained, the company’s investment 
methods remain somewhat limited. 


* 


Utility Financing in First 
Half of 1953 


se- table on page 167 shows the 
financing of all utility companies 
(including the communications com- 
panies) for the first half of 1953, as com- 
piled by Ebasco Services Incorporated. 
Total financing was well under last year’s 
first half ($1.7 billion versus $2.2 bil- 
lion), but this was due to much larger 
Bell system financing last year; electric 
utility financing has been practically the 
same as last year, and financing by gas 
utilities was lower by only a negligible 
amount. 

Equity financing by electric utilities 
approximated 28 per cent of total financ- 
ing this year, also the same as last year; 
the gas companies sold a little more (29 
per cent versus 19 per cent). Considering 
the additional equity contributed by 
plow-back of earnings, this seems about 
right. More preferred stock was sold by 
the electric companies this year than last 
year—15 per cent versus 10 per cent, and 
the proportion of bond financing was 
somewhat lower. Thirteen per cent of gas 
company financing was in preferred stock 
this year, versus 15 per cent last year. 

The pattern did not change a great 
deal with respect to type of financing, 
either. Of the electric financing 59 per 
cent went the competitive route, and 10 
per cent was negotiated ; 17 per cent sold 
by subscription, and 14 per cent by pri- 
vate sale. Similar percentages last year 
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Financing 


$711 
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$1,217 
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$1,100 65 
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PUBLIC UTILITY SECURITIES 
OFFERED FOR SUBSCRIPTION AND/OR SALE 


(000 omitted) 





Long-Term Debt 
Offered Publicly 
Offered through Subscription 
Offered Privately 


Total 


Preferred Stock 
Offered Publicly 
Offered through Subscription 
Offered Privately 


Total 


; Common Stock 
Offcred Publicly 
Offered through Subscription 


Total 
Totwl Financing 





January 1 to June 50, 1955 





Electric 
Companies 


Gas 
Companies 


Teléphone 
and 


Telegraph 
Companies 





$ 713,850 
36,565 
220,600 


141,250 


545,200 |$185,650 
86 


9365 
60,000 


$35,000 
12,425 





$ 970,65 


686,450 


$230,015 


$47,425 





$ 170,585 
28,299 
56,600 


157,260 
9,969 
32,600 


$ 50,000 
18,350 
4,000 


$ 5,000 





$ 235,294 


179,829 


$ 52,350 


$ 5,000 





$ 205,252 
273,998 


$ 139,001 
190,034 


$ 49,520 
67,832 


$14,750 
16,132 





$ 477,249 


$ 329,035 


$117,552 


$50,862 








$1,683,548 


$1,195,514 


$399,697 





$81,287 





SEGREGATION OF FINANCING - BY PURPOSE 





‘ fotel Rea undings 
Total Divestments 


, New Money 
Long-Term Debt 
Preferric Stock 
Sommon Stock 
Total New Money 


Total Financing 


$ 15,742 


$17 S72 





Is 84,239 
' 





$ 945,141 
228,642 
475,526 


$ 677,350 
173,187 
329 035 


$214,366 
52,530 
115,429 


$46 ,825 
5,000 
50,862 





$1,€49,109 


$1,179,572 


3382 ,125 


$80 687 








$1,653 ,548 


$1,195,514 


$599,697 


$81,287 





SERVATION OF FINANCING ~ BY TYPE’ 





Competitive Bidding 
Negotiate} Sales 


Subscription 
Competitive Bidding 
Negotiated Sales 
No Underwriting 


Total Subscriptions 
Private Sales 
Totel Financing 
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Source: Ebaseo Services, Incs 


is 


894,865 


$ 701,095 


$158,770 


$35,000 





192,621 


120,366 


54,400 


17,750 1/ 





126,178 
171,561 
41,123 


91,958 
79,728 
28,317 


$4,220 
62,814 
5,493 


8,819 
7,815 





$ $58,662 


$ 200,003 


$122,527 


$16 5152 





$ 257,200 


$ 175,850 


$ 64,000 


$12,425 





$1,683,548 
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$1,195,514 


$599,397 








$62., 287 
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were 54, 17, 19, and 10 per cent, respec- 
tively. 


[’ appears likely that some senior fi- 
nancing has recently been deferred 
due to the sharp rise in interest rates and 
the unsettled conditions in the bond mar- 
ket. A large amount of equity financing 
was crowded into May and June despite 
the decline in the stock market—in fact 
it appears likely that this heavy concen- 
tration helped to depress utility stocks, 
many of which have since recovered a 
substantial proportion of their earlier de- 
clines. 

Fortunately, the bond market has also 
stabilized as the apparent result of (1) 


€ 


PUBLIC OFFERINGS OF ELECTRIC AND GAS 


PRINCIPAL 


moderate purchases of Treasury paper 
by the Federal Reserve; (2) the liberal- 
ization of bank reserve ratios, ordered by 
the Federal Reserve, which in effect 
created several billion dollars worth of 
bank credit; and (3) lessening of the 
pressure of new financing, The summer 
holiday period is now in evidence with 
a relatively small number of issues mak- 
ing their appearance. 

According to figures prepared by the 
Irving Trust Company covering electric 
utilities only (the figures differ slightly 
from those in the Ebasco table), the first 
half financing compares with estimated 
total requirements for the year as shown 
in the table, page 166. 


UTILITY SECURITIES DURING JUNE, 1953 


{mount 
Date (Miill.) Description 
Mortgage Bonds and Debentures 
Iowa Public Service Ist 4s 1983 
Cons. Gas (Balt.) Ist 3§s 1983 


Gulf Power Ist 4$s 1983 


6/4 $ 
6/11 
6/11 


nN 


Indi- 

cated 
Suc- 

cess 


Of 
Moody Offer- 
Rating ing 


Price 


To 
Public 


Under- Offer- 


writing ing 
Spread Yields 


99.5 .69C 
102.24 


101.30 


4.03% 
3.75 
4.05 


— 
Ww 
on 


102.00 
101.36 
101.82 
101.70 


6/11 
6/12 
6/17 
6/18 


Northern Nat. Gas Deb. 44s 1973 .... 
Arkansas P. & L. Ist 44s 1983 ...... 
Washington Gas Light Ist 4$s 1978 .. 
New Jersey P. & L. Ist 44s 1983 .... 
Preferred Stocks 

Pub. Serv. of Indiana 4.90% 
Kansas P. & L. 5% 
Western Lt. & Tel. 54% Conv. ($25Par) 


—t 
WMNSONUIN 
moocooon 
—Ne 
mun 


25.00 
100.00 
25.00 


R 


6/3 
6/17 
6/23 


thr 
— 


($25Par) 


ve hab 


Nuri 
ooo 
e388 


—— 
rice 
Common Stocks—Subscription Rights a 
6 $16.0 Texas Illinois Nat. Gas Pipeline .... 
6/2 .9 Derby Gas & Electric 
6/3 13.4 General Public Utilities .............. 
6/4 14.8 Public Service of Indiana ........... : 
6/10 10.6 San Diego Gas & Electric .......... 3. N 
6/11 9.9 New England Electric System .60C 
6/18 3angor Hydro-Electric . — 
6/24 West Penn Power é -— 
Common Stocks—Offered to Public 
4.3 Oklahoma Natural Gas ............. 1.10C 
5.1 Texas Utilities 1.19C 
3.2 American Gas & Electric ............ 1.35C 
2.9 Kansas Power & Light .86N 
ge errr 1.05C 


17.25 
18.75 
23.50 6.81 
5.71 
6.62 
7.50 
6.40 
5.73 


6/3 $ 

6/3 1 
6/10 2 
6/17 2. 
6/24 6. 


6.31% 
4.67 
5.65 
6.49 
6.00 


*Offered to common stockholders on 1-for-5 basis, and underwritten. **Solicitations by 
dealers, and other special arrangements. C—Competitive bidding. N—Negotiated underwriting 
a—Reported well received. b—Reported fairly well received. d—Reported that the issue sold 
slowly. 

Source, Irving Trust Company. 
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General Public Utilities’ Unique 
Equity Financing 

IcE PRESIDENT Busch of General 

Public Utilities Corporation an- 
nounced on June 26th that the company’s 
recent share offering to stockholders had 
been completed in a most satisfactory 
manner. About 64 per cent of the 568,565 
additional shares was taken up on rights. 
The balance of 36 per cent was sold to 
stockholders under a “rounding-out pref- 
erence privilege” and to others through 
participating dealers, under a dealer com- 
pensation arrangement. The offering had 
been made at a rather unfavorable time 
marketwise. Mr. Busch commented : 


We are very well pleased with the 
results of the offering and attribute a 
large part of the success to the dealer 
compensation arrangement and the 
splendid co-operation of the participat- 


e 


AND COMMENT 


ing dealers. The unusual arrangement 
of the offering made it possible for 
dealers to sell the unsubscribed shares 
during the entire period of the offering 
instead of at the close, as is frequently 
the case. Thus, there are no shares 
overhanging the market at this time. 


The offering to stockholders contained 
a number of unusual features : 

1. It was not underwritten, but all 
members of the National Association of 
Security Dealers were invited to become 
participating dealers. The company acted 
as dealer-manager, The facilities of Mer- 
rill Lynch, Pierce, Fenner & Beane were 
used to clear transactions. 

2. The company purchased rights from 
stockholders above the market price. 

3. Dealers were compensated for ob- 
taining subscriptions. 

4. Stockholders were given a prefer- 
ence privilege to round out holdings. 


FINANCIAL DATA ON ELECTRIC UTILITY STOCKS 
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(Mill.) 
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30 
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Div. 
Rate 


American Gas & Elec. ... 
Arizona Public Service .. 
Arkansas Mo. Power ... 
Atlantic City Elec. ...... 
Bangor Hydro-Elec. ..... 
Black Hills P. & L. .... 
Boston Edison 

California Elec. Pr. .... 
Calif. Oregon Pr. 

oe ONS A eae 
Central Hudson G. & E. .. 
Central Ill. E. & G. ...... 
Central Ill. Light 

Conteal &@. FP. S. ....600% 
Cent. Louisiana Elec. .... 
Central Maine Power ... 
Causal & 5S. W. ........ 
Central Vermont P. S. ... 
Cincinnati G. & E. ...... 
Citizens Utilities 
Cleveland Elec. Illum. ... 
Colorado Cent. Power ... 
Columbus & S. O. E. 
Commonwealth Edison ... 
Community Pub. Ser. . 
Concord Electric 
Connecticut L. & P. .... 
Connecticut Power 
Consol. Edison 

Consol. Gas of Balt. ..... 
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P 7/8/53 Cur- Share Earnings* 
(Continued) Price Div. rent Cur. % In- 12 Mos. 
Yield Period crease Ended 


2.74 May 
Mar. 
Mar. 


Consumers Power 
Os) A) are 
Delaware P. & L. ....... 
"3 3 eee 
Detroit Edison 

Duke Power 

Duquesne Light 

Eastern Utilities Assoc. .. 
El Paso Electric 

Empire Dist. Elec. ...... 
Fitchburg G. & E. ...... 
Florida Power Corp. .... 
a ek ) aaa 
General Pub. Util. ....... 
Green Mt. Power 

Gulf States Util. ........ 
SEUNSOOOE Dh Be seccecevs 
Haverhill Electric 
OS OE ees 
Idaho Power 

Illinois Power 
Indianapolis P. & L. .... 
Interstate Power 

lowa Elec. L.& P. ....... 
Iowa-Tll. G. & E. ........ 
Iowa Power & Light .... 
Iowa Pub. Service 

Iowa Southern Util. ..... 
Kansas City P.& L. .... 
Kansas Gas & Elec 
Keneas Pr. & Lt. ....... 
Kentucky Utilities ....... 
Lake Superior D. P. .... 
Lawrence G. & E. 

Long Island Lighting .... 
Louisville G.& E. ........ 
Lowell Elec. Lt. ........ 
Lynn G. & E. 

Madison G. & E. ....... 
Maine Public Service ... 
Michigan G. & E 

Middle South Util 
Minnesota P. & L 
Missouri Edison ........ 
c.f 
Missouri Utilities 
Montana Power 
Mountain States Pr. ..... 
New England Elec. ...... 
New England G. & E..... 
New Orleans P.S. ....... 
Newport Electric 

De. Be eee Oe OG. 2 niece 
Niagara Mohawk Power . 
Northern Ind. P. S. .... 
Northern States Pr. ..... 
Northwestern P.S. ...... 
Ohio Edison 

Oklahoma G. & E. ...... 
Otter Tail Power 
Pacific G. & E 

yy. Ae | eee 
Penn. Power & Light .... 
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FINANCIAL NEWS AND COMMENT 


‘ 7/8/53 Cur- Share Earnings* 
(Continued) rice Div. vent Cur. % In- 12 Mos. 
About Rate Yield Period crease Ended 


Penn. Water & Power.... 37 2.31 
Philadelphia Elec. ...... 30 2.26 
Portland Gen. Elec 2.45 
Potomac Elec. Power ... 1.35 
Pub. Serv. of Colo. ...... 2.38 
Pub. Serv. E.& G. ...... 2.02 
Pub. Serv. of Ind. ...... 2.51 
Public Serv. of N. H 2.11 
Public Serv. of N. M 83 
Puget Sound P.& L. .... 1.51 
Rochester G. & E. ...... 3.42 
Rockland L. & P. ........ 
St. Fasano. @ P.. ..0.% 
San Diego G. & E. ...... 
Scranton Electric 

Sierra Pacific Pr. ...... 
So. Calif. Edison 

So. Carolina E. & G. .... 
Southern Colo. Pr. ...... 
Southern Company 

So. Indiana G. & E. ...... 
Southern Utah Power . 
Southwestern E. S. ...... 
Southwestern P. S. ...... 
Tampa Electric 

Texas Utilities 

Toledo Edison 

Tucson G. E. L. & P. .... 
Union Electric of Mo. ... 
United Tlluminating 
Upper Peninsula Pr. ..... 
Utah Power & Light .... 
Viegita FE. @ P. ........ 
Washington Water Pr. .. 
West Penn Elec. ........ 
West Penn Power 
Western Lt. & Tel. ...... 
Western Mass. Cos. ..... 
Wisconsin Elec. Pr 
Wisconsin P. & L. ...... 
Wisconsin Pub. Ser. 
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Averages 
Foreign Companiestt 
187 S Amer. & For. Power .... 10 


Brazilian Trac. L.& P... 10 
Gatineau Power 22 
4 
1 


“A 


S&31 838 


Dec. 

25 Dec. 
105 Dec. 
10 Dec. 
4 Dec. 
214 Dec. 


_ 


— ee 
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ULPPALU 


ee) ae 
Quebec Power 
Shawinigan Water & Pr. . 
Winnipeg Electric 


Noe 
+b 
oy 


B—Boston Exchange. A—American Stock Exchange. O—Over-counter or out-of-town 
exchange. S—New York Stock Exchange. D—Decrease. NC—No comparable figures available. 
"If additional common shares have been recently offered, earnings are adjusted to give effect to 
the offering. Percentage change is in the balance available for common stock. Tax savings result- 
pe from accelerated amortization of defense facilities are excluded (when separately reported). 
: Based on average number of shares. a—Also regular annual 3 per cent stock dividend, which 
is included in the yield. #—Also occasional stock dividends. t—Estimated (rate irregular or 
includes extras). t-—With exception of American & Foreign Power, these stocks are also listed 
+ and the Canadian prices are here used. (Curb prices are affected by exchange rates, 
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What Others Think 


Recent Law Review Comments on 
Inflation and Regulation 


Fe some years typical law review arti- 
cles on phases of public utility reg- 
ulation, whether by student or faculty 
contributors, have more generally re- 
flected what might be called the “liberal” 
point of view. 

That is to say that such comment 
on case law and regulatory policies of 
the state and Federal commissions has 
indicated approval of restrictions on earn- 
ings and more rigorous applications of 
safeguards of the consumer interest as 
distinguished from the investor interest. 

This is an observation of this reviewer, 
based on an over-all impression resulting 
from perusal of such material in the field 
of public utility regulation over the past 
decade—rather than any specific research 
for purposes of establishing a precise bal- 
ance, or lack of the same. The comment 
is ventured only by way of noting the ef- 
fect of postwar inflation on some of the 
earlier theories of rate making. The 
answers and formulas which seemed so 
sure a decade ago are not so clear in the 
light of a decline in the purchasing power 
of the dollar by almost one-half within 
the span of a decade. 

In the May issue of the Harvard Law 
Review (Volume 66, Number 7, page 
1274) there appears a brief but compre- 
hensive unsigned article, entitled “Orig- 
inal Cost Rate Regulation and Inflation.” 
The author of this note displays a grasp 
of the most recent facts and phenomena 
of rate regulation, which may not always 
be found in the collegiate law review. 
There is a corresponding maturity of 
judgment and familiarity with economic 
trends which, along with the key case 
references, makes this a rather valuable 
digest of the contemporaneous regulatory 
thought regarding the impact of inflation 
on utility rate fixing. 
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In a world, this 12-page note deals 
with various plans recently suggested 
by utilities to compensate for the lower 
value of the dollar and what the regu- 
latory commissions have done about these 
suggestions. The decisions reviewed deal 
with both the rate base and the rate of 
return, inevitably involving the compo- 
nent factor of depreciation, 


wee this distillation the conclusion is 
inescapable that both the commissions 
which recognize fair value and _ those 
which have rejected it in favor of strict 
original cost, in determining the rate 
base, are beginning to realize that the 
inflationary factor must be reckoned with 
in some manner. There is undoubtedly a 
ferment stirring, if not an actual trend, 
of regulatory argument and decision 
opening up many of the old economic 
arguments which the regulatory reform- 
ers of the thirties and forties regarded as 
well settled, if not closed, forever. 

The Harvard Law Review note opens 
with the pointed observation that al- 
though the general price level—as oi 
May, 1952—had risen 82 per cent above 
the prewar (1935-39) level, the cost of 
gas to the utility consumer had increased 
only 4.5 per cent while the cost of elec- 
tricity had <ctually declined 8.5 per cent. 
Why ? Technical progress, to be sure, and 
more efficient utilization resulting from 
greater demand and managerial efficien- 
cy are undoubtedly factors. But anyone 
who has followed rate cases during this 
period well knows that regulation has 
had a most substantial repressing effect 
on utility rate increases, regardless of 
general price increases, In plain words, 
without commission regulation. utility 
rates would undoubtedly be higher. 

This observation is the basis for an 
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WHAT OTHERS THINK 


analysis of the further question as to 
whether the economic balance between 
the sharp rise in general prices as com- 
pared with the slight rise or actual re- 
duction in utility rates is justified, 


HE familiar language of the Doug- 

las opinion in the Hope Case is used 
as a basis for describing the minimum 
requirements of a reasonable rate. After 
some historical reference to the backing 
and filling regarding the issue of original 
cost versus reproduction cost from the 
yeriod between Smyth v. Ames (1898) 
and the Hope Case (1944) 51 PUR NS 
193, the Harvard Law Review contribu- 
tor notes the prevalent and practical 
use of trended original cost to meet the 
criticism that reproduction is too uncer- 
tain, difficult, and expensive. 

The author makes an interesting dis- 
tinction between using reproduction cost 
to ascertain “fair value” and using it to 
protect past investors from the effects of 
inflation. If the latter is the “predomi- 
nant goal” the commentator thinks that 
the “commissions should use original cost 
rendered by a general price index rather 
than by the construction cost index.” 

As to the arguments that prices might 
some day come down as fast and as far 
as they went up, the Law Review article 
ventures this comment : 


The important premise that prices 
will decline may, however, be unreal- 
istic. In challenging it utilities have 
reasoned that the governmental policy 
to support farm prices, the large na- 
tional debt which requires high annual 
interest payments and periodic debt 
refundings, and the growing inflexi- 
bility of wage rates due to union ac- 
tivities make an appreciable decline in 
the price level unlikely, An examina- 
tion of rate regulation by the Pennsyl- 
vania commission illustrates its chang- 
ing attitude as to whether recent high 
prices indicate that a new price plateau 
has been reached. In 1945 it used 1938 
construction costs to determine repro- 
duction cost because of its judgment 
that prices after 1938 were abnormal. 
And in 1948 the commission, still con- 


vinced that the inflation was tempo- 
rary, used average prices for the 10- 
year period prior to 1948. In 1949, 
however, the commission reluctantly 
accepted an estimate based on average 
prices of the two preceding years, and 
finally, because of the continued in- 
crease of the price level, it refused in 
1951 to consider 10-year average 
prices in determining reproduction 
cost, 

But even if the commissions accept 
the contention that a new price plateau 
exists, it would still be within their 
discretion to determine its location, and 
by that route they could find that the 
use of reproduction cost is unneces- 
sary. For example, if 1945 prices were 
considered the new plateau, the cost 
of reproduction at this price level of a 
utility’s facilities might closely corre- 
spond to original cost if part of them 
had been constructed at the still higher 
postwar price level. In fact, some com- 
missions have expressed the view that 
the possibility of such a result provides 
added justification for the use of origi- 
nal cost. Commissions should not, 
however, reject reproduction cost on 
this ground without actually ascertain- 
ing that such a situation exists. 


_— to the rate of return factor, 
the Harvard Law Review article 
discusses the “cost of capital” approach 
(based on market appraisal of utility 
common stocks) as a protection for pre- 
inflation investors. This relief is found to 
be only partial, If investors anticipate a 
further rise they will be unable to buy 
equity securities in an industry in which, 
because of rate regulation, the monetary 
return will not increase to offset declin- 
ing dollar value. 

Then, the market price of utility stocks 
will fall, although earnings remain con- 
stant, and earnings-price ratio will in- 
crease. Thus, the utility will be able to 
prove a higher capital cost and obtain a 
higher rate of return, The trouble lies 
in the likelihood that the stock market 
will underestimate the full extent of in- 
flation during rapid price rise. And 
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“REPORTS THAT I DOMINATE THE ADMINISTRATION 
ARE SLIGHTLY EXAGGERATED” 


when the price of utility stocks is bid 
up (by investors who do not discount 
the risk of inflation), there results a de- 
cline in the earnings-price ratio tending 
to depress the rate of return, 

Instances are given where utilities 
have urged the commissions to augment 
the rate of return computed on the earn- 
ings-price ratio basis. The cases cited re- 
sulted mostly in negative rulings (FPC, 
Maine, New Jersey, Wisconsin, and 
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Kentucky). Apparently a contrary rul- 
ing last January by the Illinois Supreme 
Court in the Illinois Bell Case was too 
recent for inclusion. Other cases cited 
indicate that the Massachusetts, Rhode 
Island, and Wisconsin commissions have 
rejected arguments that a rate of return 
computed on cost of capital is not fzir to 
past investors when it is applied to the 
original cost rate base unadjusted for loss 
in dollar value due to inflation. 
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After describing other suggested ad- 
justments to offset the impact of infla- 
tion, the Harvard Law Review note 
observes that the persistence of state 
commissions in adhering to original cost, 
regardless of adjustment, may be based 
on two grounds: (1) the idea of utility 
stock as a “widow’s stock,” concentrat- 
ing on stable dollar dividends regardless 
of boom or bust; (2) the belief that an 
increase in the total return would result 
in improper balancing of consumer and 
investor interest—1. e., an augmented re- 
turn would be a windfall at the expense 
of consumers to eleventh-hour stock 
buyers. 


n the subject of depreciation, the 
Harvard Law Review makes an in- 
teresting analysis of the proposals ad- 
vanced by the Peoples Gas Light & Coke 
Company in its rate proceeding before 
the Illinois commission. Apparently that 
commission’s final decision (which did 
sem to reflect some recognition of in- 
fationary impact on annual depreciation 
accruals) was too recent—May 28, 1953 
—for notation by the Harvard Law Re- 
view commentator. He did compare the 
Peoples’ plan (to provide for the equity 
capital’s share of higher replacement 
costs) with a proposal urged by the 
Southern Bell Telephone Company (so 
far without success) before the Alabama, 
Florida, and Georgia commissions, 
Under Southern Bell’s plan, the origi- 
nal cost of property retired each year 
would be subtracted from the replace- 
ment cost of the property in the year in 
which it was retired. This “replacement 
bss” is taken as an operating expense 
and is balanced by a credit to a special 
surplus account. The review commenta- 
tor seems to think that the Southern Bell 
method would eliminate the possibility 
that by the time the property is repro- 
duced the price level will be the same as 
when the property was originally pur- 
chased. He thinks this would seem to be 
aminor objection to the Peoples’ plan. 
The Review note concludes that the 
need for such a plan is dependent upon 
the existence of a permanent higher- 
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priced plateau. “But if higher prices are 
permanent, the insufficiency of deprecia- 
tion funds to replace capacity will re- 
quire the utility to obtain new investors. 
This will dilute the old investors’ share 
in the company’s property and in the to- 
tal return.” 

The Review note ends on recognition 
of a tax complication. An increase in de- 
preciation over original cost will not be 
recognized by the Treasury as a deduct- 
ible expense, while the added cost to 
the consumer attributable to this ex- 
pense will still be taxed as income to the 
utility, Would the commissions accept 
any plan resulting in such double charge 
to the consumers? 


HE impact of inflation on return 
does not give much concern to the 
author of another very interesting law re- 
view article on the subject of rate regula- 
tion. This is entitled “Smyth v. Ames in 
the State Courts, 1942-1952,” and ap- 
peared in 29 Minnesota Law Review 159, 
February, 1953. The author is Philip 
Mendelson, assistant professor of political 
science at the University of Tennessee. 
Mr. Mendelson has undertaken a nota- 
ble inquiry into the number of state court 
rate case appeals which resulted in opin- 
ions bearing on the continued acceptance 
or rejection of the so-called fair value 
rule of Smyth v. Ames (1898) in the 
light of the overshadowing effect of the 
U. S. Supreme Court decision in the 
Hope Natural Gas Case (1944) and its 
precursor by two years—the Natural 
Gas Pipeline Case, 42 PUR NS 129. 
Mendelson’s research and analysis of 
this decade of state case law is far more 
thorough and painstaking than objec- 
tive, The author makes no bones about 
his disdain for the “hodgepodge” fair 
value rule in the Smyth Case, although 
his language is scarcely less reverential 
than that used by some of the present 
high court justices. He speaks of one 
state court’s reference to a rate base as 
“ominous.” He says all New Jersey opin- 
ions “mouth” Pipeline doctrine, He chal- 
lenges the Vermont Supreme Court’s 
view that the Hope Case did not reject 
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judicial right of review as to reasonable- 
ness of rates and rate-fixing yardsticks. 
“This quite obviously indicates a mis- 
understanding of the new Federal posi- 
tion,” says Mr. Mendelson. Such is the 
tone of the commentator. 


B: if we leave to one side the author’s 
somewhat slanted opinion as to 
what the law ought to be, we find in this 
article an excellent marshaling of what 
the high state courts have decided on 
the subject of rate base composition and 
methods, since the Pipeline Case and the 
Hope Case. Laying out the basis for his 
analysis of this case law, Mr. Mendel- 
son places a great deal of importance on 
the switch from the so-called “eminent 
domain” concept of fair value—a “judi- 
cial casuistry” which he finds enshrined 
in the Smyth decision—and the “police 
power” theory of legislative price-fixing, 
originally set forth in the Munn Case 
(1877) and restored to official standing 
by three justices of the Supreme Court in 
a so-called “concurring opinion” in the 
Pipeline Case. 

Whether the use of either the eminent 

domain theory or police price-fixing 
theory makes as much difference in the 
concept of reasonable price fixing as Mr. 
Mendelson and the various special opin- 
ions in Supreme Court rate decisions 
would indicate, may be open to question. 
But there seems little question about the 
right and the disposition of a number of 
state courts to insist on their own ideas 
of what constitutes reasonable rate mak- 
ing. 
Unlike the Vermont Supreme Court 
and a good many other legal observers, 
Mr. Mendelson is in no doubt that the 
Hope Case overruled the fair value doc- 
trine of the Smyth Case—administering 
a coup de grace, as it were, after it had 
been previously compromised by the 
Pipeline decision two years earlier. Men- 
delson says on this point: 


That was the end of the Smyth 
“fair value” doctrine in the Federal 
courts. But the Smyth Case still 
haunts the states. If this were true only 
with respect to state court interpreta- 
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tions of the Fourteenth Amendment— 
as seems to be the case in Washington, 
Vermont, and Minnesota—the matter 
would be subject to correction by the 
Federal judiciary. But eight out of the 
other twelve state supreme courts that 
have dealt with the problem have 
found that all or part of Smyth v. Ames 
is imbedded (and permissibly so) in 
state law. Thus it is beyond the reach 
of the Pipeline and Hope decisions, 
For they indicate merely that the 
Smyth approach is not a constitution- 
ally required ingredient in rate mak- 
ing, It is still a permissible ingredient, 
The same self-denying ordinance that 
blocks extensive court “protection” oj 
investors from the terrors of rate reg- 
ulation, similarly prevents judicial in- 
trusion on behalf of consumers. There 
is no evidence that the old double 
standard which served the utilities so 
well is to be reversed in favor of their 
customers. 


A to those state courts which still do 
business with “fair value,” Men- 
delson finds that in Pennsylvania, Ohio, 
North Dakota, South Dakota, Minneso- 
ta, and Massachusetts “the doctrine of 
Smyth v. Ames is in full bloom —to- 
gether with the related Ben Avon (1920) 
rule” (to the effect that where confisca- 
tion is alleged, the utility is entitled to 
have that issue determined independently 
by the courts). 

In Pennsylvania, the “fair value” rule 
was held to be a “legislative mandate in 
this commonwealth.” The Ohio regula- 
tory statute was found to make reproduc- 
tion cost value, less observed deprecia- 
tion, mandatory for utility rate making. 
The North Dakota court ruled that the 
regulatory statute was enacted in that 
state in 1919 in the light of the rule of 
Smyth v. Ames as then interpreted. The 
South Dakota Supreme Court, in the 
Northwestern Bell decision of 1950, 85 
PUR NS 368, read both the “fair value” 
rule and the Ben Avon rule (requiring 
judicial determination of the issue of con- 
fiscation) into the state Constitutions 
due process clause, 
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Massachusetts, long noted for the 
rugged adherence of its regulatory com- 
mission to its own rule of “prudent in- 
vestment,” all through the heyday of 
Smyth v. Ames as the law of the land in 
Federal courts, was swung into the line 
in a 1949 decision (Lowell Gas Co, v. 
Department of Public Utilities, 78 PUR 
NS 506) by its own supreme judicial 
court. This interesting development was 
done in a “sophisticated manner” (to use 
Mendelson’s words) by a judicial find- 
ing that the rate order of the commis- 
sion was confiscatory, “whatever may 
have been the theory upon which such a 
rate base was, or should have been, deter- 
mined.” 


wo other state court rulings, from 
Georgia and Wisconsin, Mendelson 
found to be inconclusive on whether the 
fair value rule was obligatory. But both 
insisted upon the Ben Avon rule of in- 
dependent judicial review—the Wiscon- 
sin holding being in the interesting Two 
Rivers Case (73 PUR NS 97) wherein 
the commission tried to dispense with 
the formality of finding any rate base. 
Mendelson makes an interesting dis- 
tinction concerning three highest state 
courts—Alabama, Idaho, and New Jer- 
sey—which accept the U. S. Supreme 
Court ruling in the Pipeline Case, but 
not that in the Hope Case, In other 
words, these courts concede, as in the 
Pipeline ruling, that no “single formula 
or combination of formulas” should bind 
the rate-fixing process, but they failed 
to repudiate the rate base as a funda- 
mental component in determining rea- 
sonableness of rates. The Hope Case 
emphasis on “end result,” rather than 
means, was not accepted, and the rate or- 
ders were upheld in such a way as to be 


reconcilable with one or more of the 
Smyth Case elements. 

Mendelson finds that only four state 
courts have unqualifiedly embraced the 
Hope doctrine of “end result.” Since his 
careful study was done before the three 
Bell telephone rate cases were decided 
early this year in Maryland, Maine, and 
Illinois, his box score of only 4 out of 
15 total appeals, accepting Hope, be- 
comes even more lopsided by an up-to- 
date reckoning—4 out of 18, (This count 
includes the three states which accept 
Pipeline and not Hope, but not two other 
appeals in Virginia and Indiana where 
the decisions were inconclusive. ) 


HE state courts’ refusal to accept 

Hope may, as a practical matter, be 
even more widespread. There can be lit- 
tle dispute as to the reasonableness of 
Mendelson’s conclusion that “the paucity 
of appeals to the courts may mean that 
some utility commissions are not at- 
tempting to depart from the old doc- 
trines.” Mendelson obviously thinks this 
is a pretty bad state of affairs ; but points 
out that in all but four of the states “the 
narrow view is subject to removal by 
legislative action.” As a follow-up to this 
idea, it might be noted that such rate 
base legislation was proposed in four 
states during the legislative sessions of 
1953—Maine, Maryland, North Caro- 
lina, and Ohio—-but failed of adoption in 


every instance. 
—F. X. W. 


Chesapeake & Potomac Teleph. Co. v. Pub- 
lic Service Commission (Md Ct App 1952) 97 
PUR NS 50, 93 A2d 249; New England Teleph. 
& Teleg. Co. v. Public Utilities Commission 
(Me Sup Jud Ct 1953) 98 PUR NS 326, 94 
A2d 801; Illinois Bell Teleph. Co. v. Com- 
merce Commission (Ill Sup et 1953) 98 PUR 
NS 379, 111 NE2d 329. 





How to Balance the National Budget 


eae the ever-increasing likelihood 
that the budget deficit for fiscal 
1954 will be the largest in the peacetime 
history of the United States, suggestions 
on how to balance the budget deserve 
close attention, The Cleveland Chamber 
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of Commerce recommends the sale of 
government assets as one of the most 
practical ways to achieve a balanced 
budget. 

In a report issued in June, the Cleve- 
land chamber points out that taxes 
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have now reached the point of diminish- 
ing returns, and that government bor- 
rowing to cover deficits would simply 
create more inflation. The new adminis- 
tration is faced with a Federal debt six 
times larger than in 1940 and a dollar 
that has dropped 50 per cent in value. 
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“Like any other business organization 
which has been overextended through 
bad management and extravagant spend- 
ing, the new management must liquidate 
the overextended operations,” the cham- 
ber’s report states. “The businesses built 
or financed by the Federal government 
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from borrowed money should be liqui- 
dated on a sound plan to balance the 
budget and provide for a systematic re- 
duction of the national debt.” 

The report indicates that the Federal 
government is now competing with its 
own citizens in approximately 100 sepa- 
rate fields of business endeavor, Its busi- 
ness enterprises include more than two 
dozen synthetic rubber factories, many 
aluminum plants, several fertilizer fac- 
tories, sugar factories, a helium gas fac- 
tory, a synthetic gasoline plant, dozens 
of money-lending agencies, many steam- 
and hydroelectric generating plants, nu- 
merous river barges, hemp plantations, 
many large-scale housing projects, two 
railroads, and many storage warehouses. 


HE combined assets total $30 billion 
Ee the Federal government interest 
in such business corporations and agen- 
cies totals approximately $27 billion, ac- 
cording to the Cleveland chamber’s re- 

rt. 
it is further pointed out that the 
operations of these enterprises are ex- 
empt from all Federal taxes, and there are 
further authorized commitments to sup- 
ply an additional $14 billion to them. Sale 
of these assets, the report claims, would 
assist in balancing the budget and reduc- 
ing the national debt; it would permit 
additional tax reductions in future years ; 
it would provide new sources of budget 
revenue annually, since at present these 
government-run businesses pay no Fed- 
eral taxes and less than their share of 
state and local taxes; it would eliminate 
further budget appropriations from the 
U. S. Treasury for their future annual 
operating and expansion costs and re- 
duce government payrolls, 

The Cleveland chamber recommends 
setting up a “well-planned and orderly 
program .. . for the sale of assets and 
liquidation of loans of these corporations 
and agencies . . , at a fair price by com- 
petitive bidding. Many of these govern- 
ment-owned businesses would sell quick- 
ly if offered to private enterprise,” the 


chamber’s report continues. “They were 
planned and built by competent engineer- 
ing and construction firms. Some were 
built during periods of low-cost construc- 
tion and should sell today above their 
depreciated original cost.” 


HE report acknowledges that the 

liquidation of loans will require a 
longer period because of maturities. It 
states : 


In the case of some commercial as- 
sets, where complications might make 
difficult their outright sale, their op- 
erations should be put on a strictly 
self-supporting basis that would elimi- 
nate tax losses and make unnecessary 
further drains on the Treasury. 


“The major volume of sale and liqui- 
dation could be accomplished within a 
6- or 7-year period,” the Cleveland cham- 
ber believes, It recommends that pro- 
ceeds over and above amounts needed to 
help balance the budget should be applied 
over the remaining years of the program 
to reduce the national debt. It is esti- 
mated that this would ultimately reduce 
the carrying charges on the public debt 
by $500,000,000 annually. It was recently 
estimated by Charles E, Wilson, former 
chief of defense mobilization, that in re- 
placing the tax-free projects the new 
companies would pay an additional bil- 
lion dollars in taxes annually. This an- 
nually recurring benefit towards a bal- 
anced budget would also result in a more 
equitable distribution of the tax burden, 
he said: 

“If democracy is to endure, govern- 
ment must encourage people to do for 
themselves those things they can and are 
willing to do,” the report concludes. 
“When government insists on going into 
businesses that people themselves can 
operate, it is a sign bureaucracy is put- 
ting its own interest first, not the peo- 
ples’. 

“History has proved that budgets 
never get balanced in the latter case.” 
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“Uncle Sam’s Power and Light Company” 


A the new administration proceeds 
with the formulation of its electric 
power policies, a clear understanding of 
their significance requires from time to 
time a review by competent persons of 
past policies and the manner in which 
they were carried out, Such a review was 
recently provided for the Pacific Coast 
Electrical Association in an address by 
Raymond Moley, author of How to Keep 
Our Liberty, published last year, and a 
contributing editor of Newsweek maga- 
zine. 

Moley went back to the Reclamation 
acts of 1902 and 1906 which, he said, 
represented a perfectly legitimate effort 
on the part of the Federal government 
to conserve resources that were the 
sacred trust of the Federal government. 
But he also pointed out that those acts 
were designed “to make it possible for a 
race of hardy, adventurous, and self- 
reliant settlers to make their own living 
on the land , . . their own living, with 
their own hands. Not to get a living at 
the expense of some remote taxpayer.” 
President Van Hise of the University of 
Wisconsin, seven years after the passage 
of the first Reclamation Act, stated the 
concept of control which governed Fed- 
eral policies until the advent of the New 
Deal, This concept was that private 
monopoly should be prevented, or where 
monopoly was inevitable it should be 
limited by state—not Federal—regula- 
tion. Electric power was to be generated 
in Federal water developments merely 
as a small by-product. 


— the late Franklin Roosevelt, as a 
candidate for the presidency in 1932, 
accepted this concept in a campaign 
speech at Portland, Oregon. Said Roose- 
velt : 


I do not hold with those who advo- 
cate government ownership or govern- 
ment operation of all utilities. I state 
to you categorically that as a broad 
general rule the development of utili- 
ties should remain, with certain excep- 
tions, a function for private initiative 
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and private capital. State-owned or 
Federal-owned power sites can and 
should be developed by government it- 
self. When so developed private capital 
should be given the first opportunity 
to transmit and distribute the power 
on the basis of the best service and low- 
est rates to give a reasonable profit 
only... 


Moley noted that the most serious 
criticism in Roosevelt’s Portland speech 
was not of the operating but of the hold- 
ing companies. The promise was not to 
promote the Federal production and sale 
of power but local, publicly owned e- 
tablishments, When the Securities Ex- 
change and Holding Company acts were 
under consideration, Moley said, the 
main target of the attack was the hold. 
ing companies, not the private operating 
utility establishments. 

He continued : 


. . » The sins for which business was 
consigned to the Federal doghouse for 
twenty years were not those of indus- 
try but of banking and promotion, In 
this field of electric power the excesses 
and shortcomings were in finance, not 
in operation. 

Throughout all these years since the 
First Word War operations in the field 
of the generation, transmission, and the 
beneficial use of electricity have been 
steadily progressing. With individual 
initiative and advancing technology 
the public has been enjoying immense 
improvements in living standards at 
reasonable cost. The entire face of 
American civilization has been trans- 
formed in thirty-five years because pri- 
vate initiative has brought the magic 
of electric power into the service of 
the people. While we have seen the 
cost of everything else rise to vast 
heights, the price of household electric 
power has steadily declined so that it 
is now one-third of what it was thirty 
years ago. This is not due to the in- 
vasion of the Federal government, It 
is due to the resourcefulness of private 
enterprise. 
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HE march toward public power be- 
a oe when the monopolistic control 
of electric power became the goal, with 
the purposes of navigation and flood con- 
trol used merely as a smoke screen to 
hide the revolutionary plans of dreamers 
and radicals in the Interior Department, 
according to Moley. Propaganda and 
trick bookkeeping became the principal 
weapons in the arsenal of public power 
enthusiasts, Much of this activity was in- 
spired by the interpretation placed upon 
the purpose of the Department by Secre- 
tary Ickes, he said. Moley cited in par- 
ticular a “Memorandum on Power 
Policy, to All Staffs of the Department 
of the Interior,” dated January 3, 1946. 
In this directive to his subordinates, Ickes 
listed the “guiding principles” which 
ought to govern the activities of the de- 
partment. One of the principles was the 
interpretation of the words of the 
Reclamation Act of 1906 regarding 
“preference for municipal purposes,” 
which, says Moley, gradually came to 
mean “public agencies and co-opera- 
tives.” “Power disposal,” the directive 
continued, “shall be for the particular 
benefit of domestic and rural consumers.” 
Ickes further stated in his memo- 
randum that generating facilities should 
be installed in every project “where 
feasible” and that it should have “its own 
steam stand-by and reserve facilities.” 
“The point here,” Moley commented, 
“is that to make the installation of hydro- 
electric generating facilities ‘feasible’ in 
many cases, a steam stand-by is essential. 
Therefore, it seems to my untutored mind 
that Ickes was for his own purposes put- 
ting the cart before the horse. Because 
if you build a dam which might have the 
highest value for flood control, it cannot 
have the flow of water for continuous 
generation.” 


W"" respect to Ickes’ order on 
propaganda, the memorandum 
stated: “Active assistance . . . shall be 
given to the organization of public agen- 
cies and co-operatives for the distribu- 
tion of power for each project agency.” 
In other words, as Moley noted, the de- 
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partment is not to wait for preferred cus- 
tomers. If there are no public power 
agencies in the region, the department 
must invent them. The only way to or- 
ganize something is to create a demand 
by propaganda and then help with the or- 
ganizing. “There is no other way,” said 
Moley, “to interpret that directive.” So 
interpreted, the appointment of Michael 
Straus, Ickes’ former publicity director, 
as Reclamation Commissioner was a 
logical one, Moley added. 

“Tt can hardly be mere coincidence 
that the basic abuse in the private power 
business twenty-five years ago was in the 
realm of finance and that the greatest 
threat in public power is also in account- 
ing,” Moley told his audience, The re- 
sort to trick accounting began when it 
became obvious that a conservative 
House of Representatives and an increas- 
ing number of western governors would 
not permit the creation of a series of 
TVA’s over the entire country, Moley 
explained. The most familiar accounting 
“gimmick” was the arbitrary allocation 
of costs to the various purposes of multi- 
purpose projects. Next came the effort of 
the department to write into law an opin- 
ion of the solicitor of the department, 
rendered in 1944, which was designed to 
permit the so-called “interest com- 
ponent” of power revenues to be put into 
the Reclamation fund instead of, as was 
always contemplated by law, into the pub- 
lic treasury to pay off the cost of the 
power elements in the project, Although 
Congress refused to enact this principle 
into law, it was regarded as law by the 
department, Moley said. 


Se method now proposed is the so- 
called Collbran formula, intended to 
eliminate the use of the interest com- 
ponent. Under this formula, the commer- 
cial power investment is paid off with in- 
terest into the Federal Treasury. During 
this period, repayment of the irrigation 
allocation is postponed or deferred except 
for the direct payment by the water users 
within their “ability to repay.” After the 
commercial power investment is repaid, 
the net power revenues are then applied 
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to the repayment of the unpaid irrigation 
allocation. 

“One of the most important effects of 
all these policies, plans, and activities of 
the Department of the Interior over these 
past years has been to impair the rights 
and powers of state and local govern- 
ments and, through this, the essential 
liberty of the American people,” Moley 
stated. “Another has been to burden the 
taxpayer with enormous and continuous 
expenditures, first for construction, then 
for interest charges, and always for sub- 
sidies, open and hidden. By threatening 
the normal and legitimate growth, if not 
the life of private companies, these poli- 
cies have denied the public the service 
to which, in a free economy, it should be 
entitled, They have prevented the forma- 
tion of great taxable property and have 
thus thrown an indeterminate but con- 
siderable burden upon other taxpayers.” 


HE belief in the great benefits to be 

derived from a socialistic economy 
is based on a number of fallacious as- 
sumptions, Moley continued. One such 
assumption holds that because private 
companies cannot undertake the con- 
struction of certain large projects (since 
some of the multiple purposes are a 
legitimate charge on the Federal govern- 
ment), the sharing of costs and operation 
would be impossible, Another fallacy is 
the assumption that the public would not 
voluntarily buy in the market the bonds 
necessary to build a genuinely self- 
liquidating power project. “The fact that 
the advocates of such projects have never 
been willing to test their claims of self- 
liquidation in the bond market is pretty 
good proof of the dishonest nature of 
those claims,” Moley said. “Moreover, in 
the era of the Federalist New and Fair 
Deals there was never a genuine effort to 
join with or to encourage the states to 
achieve by interstate compacts a real 
partnership in the development of water 
resources,” he added. 

Weare now witnessing “the bitter har- 
vest of our follies,” according to Moley. 
“We have now reached a situation where 
the government itself cannot get either 


JULY 30, 1953 182 


through taxation or borrowing the money 
for the indefinite expansion of these so- 
cialistic enterprises. We have not actually 
killed the goose, but we have so impaired 
its egg-laying capacity that further 
raises in taxes and further efforts to bor- 
row are already resulting in diminishing 
returns.” 


i it is too soon to claim a 
clear-cut victory for sound power 
policies, despite the November, 1952, 
election, Moley pointed to some encour- 
aging signs that the new administration 
is in the process of formulating such poli- 
cies which, if they are to succeed, must 
be given wholehearted support by busi- 
nessmen. Moley cited the words of Presi- 
dent Eisenhower in his campaign speech 
in Seattle, rejecting the concept of 
“wholehog Federal government.” In that 
address, the President committed himself 
to the development of resources with re- 
gard for local initiative and local knowl- 
edge of local needs. The new Secretary 
of Interior, Douglas McKay, has also 
gone on record as favoring more author- 
ity for the states in resource development. 
In addition, Moley noted that McKay 
has begun to cut back the propaganda 
activities of the Interior Department, 
having eliminated some 1,322 alleged 
economists, marketing specialists, and 
press agents, He has also removed his de- 
partment’s opposition to proposals of the 
Idaho Power Company to develop the 
waters of the Snake river. 

Moley expects the influence of the 
President to be a restraining hand on any 
future tendencies in the Interior Depart- 
ment toward socialized power, but he 
warned : 


... the present deliverance will not 
be permanent unless business makes 
good use of its liberty. It will not be 
enough merely to live virtuous lives 
and to give honest weight. For the 
forces of Socialism are just as deter- 
mined to destroy private enterprise as 
ever, and more virtue will not be suf- 
ficent to counter those forces. 


“Businessmen must forever throw 
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off the reluctance they have had toward 
participation in politics,” Moley de- 
clared. “They must not only contribute 
to sound, conservative candidates, but 
they must participate actively in getting 
out the votes necessary to keep such peo- 
ple in office. Never will the need for such 
participation be greater than next year. 


For this good House of Representatives 
and several good Senators will be run- 
ning for re-election, They will need your 
help and will need it badly. Conservative, 
sound policies have won a great battle,” 
Moley concluded, “but they have not won 
the war.” 
—F. M. 





Executives Discuss R6le of Industry in 
Atomic Energy Development 


lee by thirty outstanding leaders 
in the atomic energy field have ap- 
peared in a transcript recently released 
by the National Industrial Conference 
Board. Such recognized authorities on 
atomic energy as Philip Sporn, president 
of American Gas & Electric Company, 
Walker L. Cisler, president of The De- 
troit Edison Company, and David E. 
Lilienthal, former chairman of the Atomic 
Energy Commission, were among those 
represented. 

Sporn stressed the necessity of bring- 
ing the entire electric utility industry into 
closer contact with what is going on in 
the atomic energy field. “If nuclear power 
becomes a commercial reality, the utility 
systems of the country would be the larg- 
est potential users of reactors just as 
they are today the largest users of fuel- 
fired steam boilers,” Sporn said. “It is 
the utility industry, therefore, which per- 
haps more than any other is interested 
in the prospects for nuclear power,” he 
added. 

The tradition of mutual sharing of tech- 
nical and operating experience in the 
utility industry, Sporn said, cannot be 
transferred entirely to the atomic field 
in view of the necessity of security re- 
strictions and other special conditions 
with which the government has had to 
surround the atomic energy program. But 
in spite of these difficulties, Sporn said, 
“We need to find means of continuing 
the healthy conditions which have here- 
tofore existed in my industry and which 
have been indispensable to technological 
progress, At least, if we cannot preserve 
in this field exactly those conditions which 
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fostered our progress in the past, we 
need to find adequate substitutes.” 


c= acknowledged that present 
costs prohibit practical atomic power 
generation but said that private industry 
can and should participate in the devel- 
opment. “In fact,” said Cisler, “private 
industry should assume the major respon- 
sibility for carrying forward the develop- 
ment of industrial applications of the heat 
of nuclear fission.” If a flourishing pri- 
vate enterprise in atomic energy develop- 
ment can be achieved, Cisler predicts a 
most important result: “Our country’s 
strength will be measured, not by the 
production capabilities of a government 
arsenal . . . but by the production capabil- 
ity of a great free enterprise whose atomic 
products can be turned from civilian to 
military requirements at very short 
notice.” 

David E. Lilienthal asserted that free 
competition in the atomic energy field 
would be a definite asset to development. 
“T think our policy, under present-day 
conditions, wrong,” Lilienthal said, “One 
of the reasons I had for leaving the pub- 
lic service was to be free to say so. I 
think the McMahon Act needs basic re- 
writing ; it is hurting our economic devel- 
opment, and it is certainly hurting our 
progress in military ways.” 

Lilienthal suggested that the same se- 
curity standards be applied to the atomic 
energy fields as are applied by the mili- 
tary services with respect to other arms 
development. He predicted that in time 
strictly private investment will find a way 
of bringing down present great costs. 
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Events 


In General 


NARUC to Survey Atomic 
Power Development 


To Atomic Energy Commission re- 
cently approved the request of the 
National Association of Railroad and 
Utilities Commissioners for a special 
committee from that organization to en- 
gage in a survey of the atomic power de- 
velopment program. 

After full security clearances have been 
obtained, the association’s committee on 
development and use of atomic power in 
the electric industry, consisting of six 
members, will be given access to classi- 
fied power reactor technology. The com- 
mittee plans to make a special study of 
the economic and legislative problems and 
report to the association’s convention 
next September. 

Commenting on the commission action, 
General Manager M. W. Boyer said: 


The AEC is convinced that it would 
be highly beneficial to integrate at an 
early stage the thinking of the electric 
utilities companies engaged in the 
study program and that of the state 
public utilities commissions which the 
National Association of Railroad and 
Utilities Commissioners represents ona 
national basis. 


The NARUC committee consists of: 
Richard E. Mittelstaedt, president, Cali- 
fornia Public Utilities Commission; 
Henry B. Strong, Connecticut Public 
Utilities Commission; Henry McKay 
Cary, Missouri Public Service Commis- 
sion ; John H. McCarthy, Michigan Pub- 
lic Service Commission; George P. 
Steinmetz, chief engineer, Wisconsin 
Public Service Commission ; Charles W. 
Mors, general division engineer, Califor- 
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nia Public Utilities Commission, (Mr. 
Mors will serve as secretary for the com- 
mittee. ) 


Co-ops Told to “Get Out 
And Push” 


| types electrification leaders feel REA 
co-operatives must “get out and 
push” power sales to stay out of the red 
in the next three years, a spokesman said 
recently. 

REA officials are worried about the 
financial condition of many co-operatives 
faced with mounting debt payments. 
Ancher Nelsen, new REA Administra- 
tor, is reported planning a case-by-case 
study of the situation, 

Spokesmen for the National Rural 
Electric Co-operative Association, how- 
ever, were reported to “see no basis for 
great alarm about the future of co-opera- 
tives. But we do think we’ve got to put 
more emphasis on increasing manage- 
ment efficiency and power,” they said. 

Nearly 1,000 REA co-operatives, es- 
tablished with government loans, have 
repayments of $58,000,000 in principal 
and interest due this year. In 1954 repay- 
ments will total $71,000,000 under the 
rising formula set in loan schedules. In 
1956, the co-operatives will have to pay 
back $96,000,000. To meet this increas- 
ing debt load, co-operative leaders count 
on increasing power sales. 

The last available annual report on 
REA co-op operations showed 27 per 
cent reporting operating deficits for the 
calendar year 1951, An NRECA official 
argued, however, that the figure was mis- 
leading because most of the deficits could 
have been avoided if the co-ops had not 
made advance payments on their loans. 
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California 


County Obtains Judgment on 
Use of Streets 


os ANGELES county obtained a $191,- 
361 judgment against Southern 
Counties Gas Company under an opin- 
ion released recently by the district court 
of appeal. 

Possibility that an additional amount 
may be ultimately collected from the util- 
ity by the county as an indirect result of 
the appellate opinion was outlined by 
County Counsel Harold W. Kennedy in 
a comment on the ruling. 

Terming the decision “one of the most 
far-reaching cases which the county has 
litigated in the last twenty-five years,” 
Kennedy credited assistant county coun- 
sels with having prepared briefs and 
presented oral arguments in the case. 


The litigation involved interpretation 
of the Broughton Act, a state law re- 
quiring utilities to pay for the use of the 
county’s streets, roads, and highways in 
the operation of their utility business, 

Southern Counties Gas Company at- 
torneys countered the county’s action by 
asserting that it could exclude a portion 
of gross receipts from the 2 per cent levy 
on nearly all such receipts which the 
county argued was its due under the law. 

The district court upheld the county’s 
position and at the same time upset a 
superior court ruling in favor of the util- 
ity in an opinion written by Presiding 
Justice Minor Moore and concurred in 
by Justice W. Turney Fox, Justice Mar- 
shall F. McComb dissented. Further ap- 
peal is indicated. 


Georgia 


Gas Rate Boosts Requested 


Be Atlanta Gas Light Company has 
asked the state public service com- 
mission for two rate increases totaling 
$2,434,663 a year. 

In a petition to the commission on 
July 6th, the company asked permission 
to raise its domestic and commercial rates 
by $1,379,500 a year to meet a Septem- 
ber price increase from its wholesale sup- 
plier, the Southern Natural Gas Com- 
pany. 

The Atlanta Company also asked for 
an additional $1,055,163 increase on the 


ground that it is not now receiving a fair 
return on its investment. 

The company recently was granted an 
increase of more than $2,000,000 in in- 
dustrial rates when Southern Natural 
was authorized by the Federal Power 
Commission to boost its industrial rates 
by four cents per thousand cubic feet. 

Unless the FPC rescinds its action, the 
four cents per thousand cubic feet in- 
crease will be put into effect September 
2nd by Southern Natural on domestic 
and commercial rates as well as indus- 
trial. 


Illinois 


Rate Boost Request Postponed 


TS state commerce commission early 
this month suspended until Novem- 
ber 22nd a new rate schedule which 
would bring the Commonwealth Edison 
Company an estimated $19,000,000 added 
revenue annually. 

Edison and a division, the Public Serv- 
ice Company of Northern Illinois, re- 
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quested the rate increase in a formal peti- 
tion June 26th. The increase, estimated 
at about 6.5 per cent, would have been 
effective July 27th. 

The utility had requested an increase 
for electric users only in the Chicago area, 
and gas and electric users within the area 
served by its division. The commission, 
suspending the rate request, stated it 
would hold a hearing in September. 
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Kansas 


Companies File Suits 


fave major natural gas companies 
recently filed suits in the district 
court in Topeka protesting a new state 
order controlling measurement of gas, 
which they claim will greatly increase 
their costs. 

They are Cities Service Gas Company, 
Panhandle Eastern Pipe Line Company, 
and the Kansas-Nebraska Natural Gas 
Company, Inc. 

Named defendants in the cases are the 
Kansas Corporation Commission and its 
members. 

The three companies asked the district 


court for a declaratory judgment and in- 
junctive relief from a commission order 
made on May 20th which went into ef- 
fect on July Ist. 

The commission order defines a cubic 
foot of gas as that volume of gas at a 
temperature of 60 degrees Fahrenheit 
required to fill one cubic foot of space 
under an absolute pressure of 14.65 
pounds, with corrections for deviations. 
Under the old method of measurement, 
a cubic foot of gas was that volume of 
gas at 60 degrees Fahrenheit required to 
fill a cubic foot of space under an ab- 
solute pressure of 16.4 pounds. 


Kentucky 


Developments Affecting Utility 
Construction Revealed 


“ANS to seek the enactment of legis- 
lation in Kentucky next year to strip 


the state public service commission of its 


power to grant construction permits to 
rural electric co-operatives were revealed 
at a meeting of Kentucky co-op leaders 
held in Frankfort early this month to pre- 
sent a picture of their program to Gov- 
ernor Wetherby. 

Spokesmen for the co-ops claim the 
process they must follow to obtain state 
commission construction permits dupli- 
cates steps taken to get Federal REA 
loans to finance projects. Before allocat- 
ing funds to a local co-op, it was pointed 
out, the REA determines if the project 
is feasible. 

The president of East Kentucky Rural 
Electric Co-operative Corporation said 
the proposed legislation would eliminate 


delays such as East Kentucky encoun- 
tered recently in its fight for authority to 
build a $30,000,000 generation and trans- 
mission system. 

Three private electric companies on 
July 9th asked the state commission to 
rehear the co-operatives’ 3-year-old fight 
for authority to build 402 more miles of 
power lines to serve its $30,000,000 gen- 
erating plant at Ford. The commission 
earlier had approved construction of the 
40,000-kilowatt plant at Ford, Clark 
county, and 195 miles of power lines. 

The three private companies who asked 
for the rehearing are Kentucky Utilities, 
Louisville Gas & Electric, and Union 
Light, Heat & Power. Kentucky-West 
Virginia Power, also an opponent of the 
East Kentucky project, was not a party 
to the rehearing petition. 

The private utilities listed 38 objections 
to the commission’s decision. 


Maine 


Funds to Study Quoddy Project 
Sought 


FOREIGN affairs subcommittee of the 
U. S. House of Representatives 
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was asked recently to approve a $3,000, 
000 survey to find out whether proposals 
to generate power from the tides of Pas- 
samaquoddy Bay—between Canada and 
Maine—are economically justifiable. 
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Maine members of Congress, who 
sponsored identical resolutions asking 
the survey by the International Joint 
Commission on Boundary Waters, in- 
sisted the full-scale study is essential to 
settle the long-standing question of the 
feasibility of going ahead with the inter- 
national project. Engineers already have 
found that the tide harnessing is phys- 
ically possible. The project would in- 


volve dams across the entrances of Pas- 
samaquoddy Bay in Canada and Cobs- 
cook Bay in Maine in a way to make use 
of the 18-foot tides of the area in power 
generation. 

The theoretical capacity of such a proj- 
ect would be 20 billion kilowatt hours of 
electricity a year. By latest estimates it 
could yield an actual 3 billion kilowatt 
hours a year. 


e 
Maryland 


Commission Backs Order 


Te state public service cummission 
this month turned down a request 
by the Consolidated Gas, Electric Light 
& Power Company to rescind the com- 
mission order granting a 6-month con- 
tinuance of hearings on proposed rate in- 
creases for electricity and steam. 

The company had charged the com- 
mission with “an unreasonable exercise 
of administrative authority” for granting 
the continuance in order that an audit 
of the company’s books could be made. 

The request for additional time came 
from opponents of the rate increase. 

In a letter to the utility company, the 
commission said it believed its actions 
were “reasonable and in conformity with 
law” and, therefore, declined to rescind 
its action. 


The company had taken the position 
that an audit could have been made long 
ago and it contended that no new issue 
had been presented in the case for fifteen 
months. 

On June 15th, opponents of the raise 
asked for additional time to make an 
audit of the company’s books to deter- 
mine whether the utility’s allocations of 
property and expenses among its three 
classes of service are a reasonable alloca- 
tion. 

The commission has taken the posi- 
tion that since it was granting four 
months’ continuance anyway, it would 
not be harmful to the company to make 
the continuance six months for the audit. 

The four months’ continuance had 
been granted to permit an engineer em- 
ployed by the opponents to complete his 
studies. 


Massachusetts 


Transit Report Made Public 


ETROPOLITAN TRANSIT AUTHORITY 

fares should not be increased and 
anew method of financing MTA deficits 
should be adopted, according to a study 
made public recently by the Harvard Bu- 
reau for Research in Municipal Govern- 
ment, 

“The transit system cannot be self- 
supporting” and “higher fares will only 
drive more patronage away,” said a 70- 
page detailed report by Warren H. 
Deem, a student in the Harvard Graduate 
School of Public Administration. 


187 


The report, entitled “The Problem of 
Boston’s Metropolitan Transit Author- 
ity,” was prepared under the direction 
of Charles R. Cherington, professor of 
government and director of the bureau. 

It declared that bus and railroad com- 
muter service is affected by problems 
similar to those of the MTA, and public 
ownership of the Eastern Massachusetts 
Street Railway and the Middlesex & Bos- 
ton bus system is the logical answer. 

The report traced the deficits to in- 
creasing automobile ownership and 
usage, with which it said the MTA can- 
not compete. 
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New 


Gas Rate Rise Set 


AN increase in the wholesale price of 
gas, which the Federal Power Com- 
mission authorized the Transcontinental 
Gas Pipe Line Corporation to charge 
local companies, will be passed on to con- 
sumers in New York city, the state public 
service commission announced recently. 
The order will affect 2,500,000 cus- 
tomers of the Consolidated Edison, the 
Brooklyn Union Gas, the Brooklyn Bor- 
ough Gas, and the Kings County Light- 
ing companies. The increase, effective as 
soon as the companies file new schedules, 
will average 3.5 cents to about 7 cents a 
month for kitchen use and 65 cents to 
$1.53 a month for house heating, with 
similar increases for commercial use. 
Commissioner Francis T. Mylott, who 
issued the commission’s ruling, said that 
after an analysis of costs and rate of re- 
turn of the companies’ gas operations, he 
was of the belief that an order requiring 
the companies to absorb the increase to 
be charged by Transcontinental could not 
be sustained in the courts. 


Transit Fare Increased 


Th New York City Transit Author- 
ity announced recently that a 15-cent 
fare would be charged on the entire city- 
owned transit system beginning July 
25th. Action to increase the fare was the 
major step in the authority’s effort to end 
years of deficit operation of the munici- 
pal subway, elevated, and surface lines. 
For the present, however, the fare on 
eight privately owned bus lines in Man- 
hattan, the Bronx, and Queens will re- 
main at 10 cents, while the Fifth Avenue 
bus fare will continue at 12 cents. 
Major General Hugh J. Casey, author- 
ity chairman, conceded that the 15-cent 
charge for each ride by the 5,600,000 pas- 
sengers who use the city system daily 
possibly would result in a surplus of $9,- 
000,000 after all operating costs were paid 
for the fiscal year. He added, however, 
that an increase to 14 cents from the pres- 
ent 10-cent rate—in effect since July 1, 
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York 


1948—would have left the authority short 
of its needs. 


Gas Space-heating Installations 
Authorized 


, state public service commission 
on July 9th authorized Brooklyn 
Union Gas Company to connect 7,000 
additional home gas space-heating in- 
stallations in territory served by it. 
The company reported to the commis- 
sion that as of May 31st it had connected 
all but 3,000 of its previously authorized 
19,000 space-heating installations and 
that it anticipated a need for an additional 
7,000 this year as the result of a pro- 
motional campaign it now has under way. 


Upstate Fare Rise Set 


N an emergency action, the state public 
service commission on July 8th au- 
thorized a $500,000 fare increase for the 
Niagara Frontier Transit System in Buf- 
falo and Niagara Falls, The commission 
said its action woud permit the company 
to meet a wage increase of $518,000 a 
year, stemming from a strike early this 
month. 

The commission made no change in 
the company’s 15-cent cash fare but elimi- 
nated the token system, which provided 
seven tokens for $1. The commission also 
authorized a 2-cent charge for the first 
transfer. 

The commission said elimination of the 
token fares would mean an increase of 4 
cents for adult passengers in Buffalo. In 
Niagara Falls, adult fares will be in- 
creased an average of 3 cents. 


Utility Authorized to Transfer 
Funds 


Ta state public service commission 
this month authorized Niagara Mo- 
hawk Power Corporation to transfer 
$19,273,929 from depreciation reserves 
to earned and unearned surplus. The or- 
der was based on a finding that the utility, 
in compliance with prior orders of the 
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commission, had made overaccruals for 
depreciation. 

The orders go back to the accounts for 
1944-46 of three companies that have 
since been merged into Niagara Mohawk. 
In that period the commission found that 
the companies’ assets were impaired and 
reserves deficient by an estimated $83,- 
415,457. It required the companies to set 
up unearned surplus-special balances to 
provide for adjustments, of which more 
than $43,600,000 were for deficiencies in 
depreciation reserves. 

Recent hearings established that the 
overaccrual for 1952 was $1,015,425 and 
that from December 31, 1945, to Decem- 
ber 31, 1951, aggregated $18,250,503. 
The 1952 overaccrual has been ordered 
transferred to earned surplus and the 
$18,250,503 to unearned surplus account. 

After such entries are made, an opin- 
ion by Commissioner Mylott declared, 
the commission will consider a formal ap- 
plication by the company to transfer the 
latter amount to common capital stock. 


FPC Grants State Authority 


License 


Se Federal Power Commission has 
granted the New York State Power 
Authority a 50-year license to build and 
operate a hydroelectric project in the In- 
ternational Rapids section of the St. 
Lawrence river. 

The commission also announced it had 
rejected a conflicting application by Pub- 
lic Power & Water Corporation, Tren- 
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ton, New Jersey, to build a project in the 
same area. 

The hydroelectric project will cost an 
estimated $450,000,000 to $475,000,000 
with the State Power Authority paying 
half and the Ontario Hydro-Electric 
Commission of Canada the other half. 
Similarly, the two agencies would divide 
the installed generating capacity of 940,- 
500 kilowatts on a 50-50 basis. 

Several groups had protested an ear- 
lier FPC examiner’s decision giving New 
York state the license. They included 
coal interests, public and co-operative 
power groups, and Public Power & Wa- 
ter Corporation. 

Oral arguments were held last month 
on the examiner’s decision, 

The Eisenhower administration has 
urged U. S. participation with Canada in 
construction of the St, Lawrence seaway, 
of which the hydroelectric project is part. 
Legislation to authorize U. S. participa- 
tion in the proposed seaway project is 
pending in Congress. 

Governor Dewey and eight top ad- 
ministration aides recently urged Con- 
gress to keep the controversial Niagara 
project from “private exploitation.” 

“We, the elected leaders of the (state) 
government have for years consistently 
opposed Federal plans for socializing the 
development and distribution of power in 
the state,” their statement read. 

“We are equally opposed to surren- 
dering these great natural resources for 
private exploitation.” 


Pennsylvania 


Gas Storage Bill Dies in Senate 
Committee 


HE controversial Kent gas storage 
bill died in committee on July 15th. 
Senate State Government Committee 
Chairman G. Graybill Diehm, Lancaster 
Republican, said the bill had been post- 
poned indefinitely—‘“it is killed.” Sen- 
ator Diehm said the bill was relegated to 
certain doom by a unanimous vote of the 
committee. 
The measure had barely squeezed 
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through the house the previous week by 
a one-vote margin. 

The bill would have prohibited the 
storage of natural gas within 2,000 feet 
of a working coal mine without approval 
of coal operators involved and the secre- 
tary of mines. Western Pennsylvania 
gas men contended it would create an 
acute gas shortage in Pittsburgh during 
the cold winter months. That would 
mean shutdowns and hardships. 

Representative Robert F. Kent, Mead- 
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ville Republican, who authored the bill, 
pointed to the legislation as a safety 


measure rather than a measure to win 
markets away from gas for coal. 


Texas 


State Laws Held Aiding 
Pipelines 


— regulation makes possible the op- 
eration of natural gas pipelines, At- 
torney General John Ben Shepperd has 
said in answer to an appeal to the United 
States Supreme Court by Panhandle 
Eastern and Michigan Wisconsin Pipe 
Line companies from adverse decisions 
in the state courts. 

The pipelines get benefits from the 
state government which is trying to make 


every segment of economy bear part of 
the tax burden, Mr. Shepperd stated. 
Evidence in trial court, including testi- 
mony by Railroad Commissioner William 
J. Murray, Jr., shows that pipelines could 
not be built without help from the state 
government, he added. He mentioned the 
oil and gas conservation laws which pre- 
vent waste of these resources, the pro- 
ration of gas supplies by the railroad com- 
mission, and the law permitting pipelines 
to increase gas withdrawal during periods 
of heavy demand and repaying such over- 
production during slack seasons. 


Vermont 
Asks Increase in Gas Rates 
c Green Mountain Power Corpo- 


ration, for the first time in thirty 
years, applied this month for an increase 
in gas rates in the Burlington-Winooski 
area. 

The company’s request for higher rates 
was filed with the state public service 
commission by the company’s president 
and attorney. 

The proposed increase will affect ap- 
proximately 8,000 consumers being serv- 
iced by 10,000 meters. The proposed 
schedule would mean gas bill increases 


of 32 cents a month for more than 4,000 
residential users in Burlington and 
Winooski. 

Increases for business and industrial 
activity would vary, it was said, depend- 
ing on the use. Company officials esti- 
mated the proposed rate will increase 
revenues for the company $76,592 an- 
nually, will eliminate the loss “now being 
experienced, and provide a return of 3.9 
pcr cent on the investment.” 

It is estimated after an allowance of 
$24,662 for Federal and state income 
taxes, the increased income to the com- 
pany will be $51,936. 


Wisconsin 


Commission Authorizes Purchase 


Bron state public service commission 
recently authorized the Wisconsin 
Michigan Power Company to purchase a 
dam and hydroelectric plant at Kings- 
ford, Michigan, formerly a part of the 
Ford Motor Company body works, from 
the Kingsford Chemical Company. The 
dam is on the Menominee river. 

The original cost when it was built in 
1924 was estimated at $1,897,755, and 
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the selling price is $1,552,000. The utility 
company, a subsidiary of the Electric 
Company, serves northeastern Wisconsin 
cities, including Appleton and Neenah; 
Iron Mountain, the “twin city” of Kings- 
ford ; and other upper Michigan commu- 
nities. . 

The power installation has an esti- 
mated 31,600,000 annual kilowatt capac- 
ity. 

The Ford plant closed down over a 
year ago. 
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Court Upholds FPC Working Capital Income Tax 
Adjustment and Cost Allocation 


| Federal Power Commission may 
quite reasonably and properly take 
into account factors which reduce the 
need for working capital as well as those 
which increase it. The United States 
Court of Appeals, Third Circuit, made 
this comment in sustaining the commis- 
sion’s action in reducing the otherwise 
allowable working capital figure by de- 
ducting accruals for payment of Federal 
income taxes. 

A company need not pay its tax until 
the year following that in which the 
liability is incurred, the court pointed out. 
Therefore, in so far as customer billings 
are attributable to the income tax liabil- 
ity, current payments are being received 
in advance of the time when the company 
must pay corresponding obligations, The 
company at all times has in its hands a 
sum which reduces the amount which 
must otherwise be provided and left in 
the business in order to enable it to main- 
tain a position liquid enough to meet cur- 
rent obligations. 

The Alabama-Tennessee Natural Gas 
Company had urged that this was the 
first case in which the commission had 
thus considered accumulations of cash 
which must ultimately be used to pay 
Federal income taxes in computing work- 
ing capital. The court said that however 
that might be and for whatever reason, 
the court did not consider the past prac- 
tice of the commission to be decisive 
since determinations of rates are based, 
to.a large extent, on estimates which 
project into the future and necessarily in- 
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volve uncertain predictions and many im- 
ponderables. The court added: 


A factor which theoretically should 
enter into such a computation may be 
ignored in recognition that offsetting 
factors also are omitted. Or, under 
given circumstances, the over-all com- 
putation may unavoidably be so im- 
precise that the omission of a particu- 
lar small factor is unimportant. In 
other cases or in changed times, the 
same factor may loom sufficiently large 
that it cannot be ignored if the result 
reached is to be based on an informed 
rather than an arbitrary estimate. The 
need for flexibility to accomplish such 
re-evaluations is one of the considera- 
tions that make rate regulation more 
appropriately an administrative than a 
judicial function. 


The court also upheld the action of 
the commission in allocating total costs 
between jurisdictional customers and 
nonjurisdictional customers by dividing 
all costs on a volumetric basis. Normally, 
the commission divides only operating 
costs on a volumetric basis, while fixed 
costs are allocated on the basis of peak- 
day requirements. In the case under con- 
sideration, however, the company’s busi- 
ness was still in the development stage 
and it was conceded that the peak-day 
demands recorded during the test period 
fell far short of absorbing the full ca- 
pacity of the system and thus did not 
have the significance that they would 
have in the normal case. 
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The company had been granted a cer- 
tificate of public convenience and neces- 
sity on condition that a suitable tariff 
be filed and had agreed to a plan whereby 
test operations were to be conducted for 
fourteen months on an interim tariff. A 
company proposal at the end of that pe- 
riod for acceptance of the interim tariff 
had been rejected and the tariff was con- 
tinued pending determination of final 
rates, 


The court held that the company 
was not entitled to obtain an increase in 
charges by proceeding under § 4(d) of 
the Natural Gas Act, relating to thirty 
days’ notice to the commission and the 
public by filing a new schedule. Its right 
to proceed under that section could be 
availed of only after initial determination 
of a satisfactory rate. Alabama-Tennes- 
see Nat. Gas Co, v. Federal Power Com- 
mission (CA3d 1953) 203 F2d 494. 


+ 
Both Original Cost and Reproduction Cost Should Be 


Considered in Rate 


gp Illinois Commerce Commission 
approved, with some modifications, 
a gas company’s application for a rate 
increase. The new rates would provide 
the company with a return of 5.8 per 
cent on a fair value rate base. This return, 
the commission said, was comparable to 
that obtained from investments in busi- 
nesses with similar risks and would be 


adequate under current economic condi- 


tions. Before discussing the issues in- 
volved in the case, the commission sum- 
marized the opinion of the state’s highest 
court in the recent Illinois Bell Telephone 
Case: 


... “just and reasonable rates” for a 
public utility subject to the jurisdiction 
of the commission under the Illinois 
Public Utilities Act are predicated 
upon “the present fair value” of the 
utility property. The rates prescribed 
must be sufficient to “provide for op- 
erating expenses, depreciation, re- 
serves that are necessary in good busi- 
ness judgment and operations, and a 
reasonable return to the investor on the 
basis of the fair value of the utility 
property.” In order to ascertain such 
fair value, the commission is required 
to “take into account current economic 
conditions, price levels, and reproduc- 
tion cost” as well as “the original cost 
of construction, the amount expended 
in permanent improvements, and the 
probable earning capacity of the prop- 
erty under the particular rates pre- 
scribed.” 
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Base Determination 


The commission refused to allow plant 
acquisition adjustments as a component 
of the company’s original cost rate base. 
By definition, original cost means the 
cost of property at the time it is first 
dedicated to public use. In determining 
fair value, the commission continued, re- 
production cost and original cost are to 
be considered, the latter without any ad- 
ditions. 

The company maintained two distinct 
reserves for depreciation. The one repre- 
senting net accruals permitted by com- 
mission orders over the years was con- 
ceded by the company to be properly de- 
ductible in determining depreciated orig- 
inal cost. The other reserve, the company 
contended, represented appropriations of 
earnings or surplus to supplement the re- 
serve recognized by the commission. 
Since the company had been permitted 
to make annual charges for depreciation 
for the purpose of fixing the level of rates 
only in an amount sufficient to produce 
the balance remaining in the commission- 
approved reserve, the commission ruled 
that the supplemental reserve did not 
have to be deducted from original cost. 

A municipality contended that branch 
offices used for the promotion of the sale 
of gas, the collection of bills, the display 
and sale of modern gas appliances, and 
the rendering of service to gas customers 
“are not used and useful in serving the 
public and have no value for rate-mak- 
ing purposes.” After noting that branch 
offices serve many useful functions other 


192 





PROGRESS OF REGULATION 


than the sale of gas appliances and that 
the company made no claim for going 
concern value, the commission ruled that 
the branch offices constitute a useful part 
of the company’s property and, there- 
fore, should be included in the rate base. 
A claim by the city that, based on the 
previous winter’s maximum cold, only 
one of the several manufactured gas 
plants was necessary to enable the com- 
pany to meet its maximum demand was 
rejected by the commission with this com- 
ment : 
The capacity of a gas distributing 


business for a locality cannot be meas- 
ured in retrospect by the lowest tem- 


e 


perature that actually occurred in a 
particular winter. The needed capacity 
must be measured by the temperature 
that may reasonably be expected to 
occur in the light of past experience. 
For many years the company and other 
gas distributing businesses in this area 
have measured their need or capacity 
requirements by minus 7-degree day. 
The commission concludes that the 
company’s manufacturing plants are 
presently needed to meet expected 
peak-day demands. 


Commerce Commission v. Peoples Gas 
Light & Coke Co. Nos. 38244, 40472, 
May 28, 1953. 


Lease-back Contracts between Super Co-ops and 
Southwestern Power Administration Upheld 


Le United States District Court for 
the District of Columbia ruled 
against ten electric companies in their ac- 
tion to halt enforcement of certain so- 
called lease-back contracts between five 
federated rural electric co-operatives and 
the Southwestern Power Administra- 
tion. The companies based their right to 
relief upon claimed violations of the Ru- 
ral Electrification Act and the Flood 
Control Act by the Secretary of Agricul- 
ture and the Administrator of the Rural 
Electrification Administration, and by 
the Secretary of the Interior and the Ad- 
ministrator of the Southwestern Power 
Administration. 

The contracts are of three basic types: 
(1) loan agreements, (2) lease-option 
contracts, and (3) power contracts, The 
loan agreement provides for REA fi- 
nancing of the construction of generating 
and transmission facilities by the fed- 
erated co-operatives. Before any funds 
are advanced, the co-operatives must 
agree to lease the transmission facilities 
to SWPA for a 40-year period. 

_ Southwestern Power Administration, 
in turn, must agree to purchase the en- 
tire output of the steam plants con- 
structed with funds advanced and to re- 
sell the electric energy to the co-opera- 
tives as required. The electric com- 
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panies claim the contracts constitute 
a scheme to enable SWPA to acquire by 
use of REA funds, without congressional 
authorization and in violation of law, 
steam or thermal generating capacity and 
transmission lines which would duplicate 
existing electric lines and bring destruc- 
tive competition to privately owned elec- 
tric utilities operating in and near the 
Southwestern Power area. 

The court held that the loan contracts 
did not violate the central-station provi- 
sion of the Rural Electrification Act, 
even though they were to finance exten- 
sion of facilities in areas already served. 
It did not believe that rural residents, 
upon receiving an REA loan, should be 
barred from further participation in the 
opportunities offered in the REA pro- 
gram, The REA Administrator may au- 
thorize loans for construction of generat- 
ing plants, transmission and distribution 
lines, and electric systems, The exercise 
of any one of these functions, in the 
court’s opinion, does not exclude the 
others and does not prevent the concur- 
rent or later exercise of another loan in 
connection with the development of a 
prior authorization. 

The court also found that the REA 
loans to the federated co-operatives were 
not, as claimed, made for the benefit of 
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SWPA, since the latter organization was 
under no obligation to REA. It was con- 
sidered significant that the federated co- 
ops had assigned to the REA the con- 
tracts under which the member co-opera- 
tives were obligated to purchase their 
power requirements from the federated 
co-operatives during the period when the 
loans were to be repaid. These obliga- 
tions placed the co-operatives in the posi- 
tion of the real borrowers. 

The lease and power contracts between 
the SWPA and the various federated co- 
operatives were also upheld as against 
the contention that they violated the 
Flood Control Act. It was claimed that 
the SWPA had no authority to acquire 
or construct the leased facilities with bor- 
rowed funds. In the first place, the court 
rejected the premise that SWPA was the 
real borrower of the REA funds. 

Furthermore, the electric utilities 
failed to meet the burden of proof to 
show that SWPA could actually become 
the owner of the leased facilities with- 
out congressional authority in violation 
of the Flood Control Act. The court be- 
lieved the language of the statute justi- 
fied a holding that the Secretary of the 
Interior, through his marketing agent, 
might acquire by a lease agreement 
transmission lines necessary to accom- 
plish the objectives of the act, The leas- 
ing of the facilities was considered neces- 
sary. 

The court also found that authority 
to purchase power and to pay rentals for 
the use of transmission facilities by 


SWPA was contained in the terms of the 
Flood Control Act. Congress, by author- 
izing a continuing fund for SWPA and 
other Interior appropriations, impliedly 
approved the agreements, according to 
the court. 

Judge McLaughlin, the district judge 
deciding the controversy, also ruled 
against the electric companies on all 
other points at issue. He held that the 
statutory limitation on REA loans to 
nonrural areas does not prevent the fi- 
nancing of acquisition of system facilities 
serving places having a population in ex- 
cess of 1,500, He observed that Congress, 
in enacting the REA Act, was motivated 
by a desire to provide electric service to 
rural residents thwarted in their attempts 
to secure such service by their own ef- 
forts. 

Thus the practical objectives bring the 
REA Act within the realm of remedial 
legislation and afford persuasive evi- 
dence that Congress did not intend that a 
narrow interpretation of the act should be 
applied by the courts. Judge McLaugh- 
lin said that the statute must be con- 
strued practically and realistically, tak- 
ing into consideration the intent of Con- 
gress. Many new rural areas will be 
served as a result of the loan. 

The loan contracts did not violate the 
self-liquidating provision of the REA 
Act, and the contracts between SWPA 
and the super co-operatives did not in- 
validate the REA loan contracts, Kansas 
City Power & Light Co. v. McKay, Civil 
Action No. 4276-50, June 17, 1953. 
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Natural Gas Line Changes to Avoid Interstate Status 


Illegal and 


HE Federal Power Commission sus- 

tained a complaint by Willmut Gas 
& Oil Company that rates charged by 
United Gas Pipe Line Company were 
discriminatory because lower rates were 
charged Mississippi Valley Gas Com- 
pany. An unreasonable difference in rates 
under substantially similar conditions of 
service, said the commission, constitutes 
unjust discrimination. 
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Ineffective 


United had sought to avoid commis- 
sion regulation of this service by show- 
ing that the gas was transported and con- 
sumed within the state of Mississippi. 
The commission decided that United, al- 
though it had made certain system opera- 
tional changes without the permission of 
the commission, had failed to remove it- 
self from regulation under the Natural 
Gas Act. 
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Without obtaining commission ap- 
proval, United had caused check valves 
to be installed and so locked as to obstruct 
the flow of interstate gas from one line 
to another by means of a newly con- 
structed tie line. It had made changes so 
that only intrastate gas would pass to 
Willmut. The commission said: 


We hold that by its removal of seg- 
ments of pipelines operated under cer- 
tificates of public convenience and 
necessity United has physically aban- 
doned facilities within the meaning of 
the plain words of § 7(b). The section 
prohibits a natural gas company from 
abandoning “all or any portion of its 
facilities subject to the jurisdiction of 
the commission.” Unquestionably the 
segments of pipelines are “facilities” 
within the meaning of the section. 
There can be no doubt that these seg- 
ments, at the time of their severance 
and removal, were “subject to the ju- 
risdiction of the commission” within 
the meaning of the section. 


The commission further held that 
United’s discontinuance of interstate 
natural gas service rendered to Willmut 
by means of certificated facilities, includ- 
ing those which it removed or which it 
disabled from performing the operations 
for which certificates were issued, by the 


installation of check valves, a blind plate, 
and other contrivances, was an abandon- 
ment of service within the meaning of 
the plain words of § 7(b). This conclu- 
sion was not affected by the incidental 
fact that United had replaced that serv- 
ice by intrastate service in a manner 
satisfactory to it. 

The commission also held that it had 
authority to require the restoration of 
facilities and the interstate service which 
had been abandoned without authority. 
By its initiation of service authorized by 
a certificate, said the commission, United 
undertook the duty of continuing to per- 
form the service and of satisfying the 
demands of public convenience and 
necessity. 

The commission also denied a motion 
to cancel an examiner’s decision in the 
case and ruled that no useful purpose 
would be served by granting a request 
for the waiver of the initial decision pro- 
cedure under the circumstances. No basis 
was found for a contention that the ex- 
aminer should be removed on the ground 
that his decision was “infected with bias 
and prejudice.” The commission, how- 
ever, agreed with the contention of 
United that it had no authority to grant 
reparations. Willmut Gas & Oil Co. v. 
United Gas Pipe Line Co. Docket No. 
G-1158, Opinion No. 252, June 1, 1953. 
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Cost of Capital Determined for Subsidiary 


a gas company’s proposed 
rate increase and substitution of 
general for zone rates was approved by 
the Massachusetts Department of Pub- 
lic Utilities. A return of 5.975 per cent 
under the proposed rates was considered 
fair and reasonable, 

In determining the cost of capital, it 
was noted that the company was a wholly 
owned operating subsidiary. Under such 
circumstances, the department said, it was 
not bound by the company’s debt ratio. 
A debt ratio of 45 per cent was consid- 
ered reasonable for the proceedings. The 
estimated yield to maturity on securities 
similar to those of the company was 3.73 
per cent. However, the department said 
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that the present cost should be modified, 
since an artificial ratio was established, 
to more nearly reflect current interest 
rates. An aggregate cost of debt capital 
at 3.50 per cent was found satisfactory 
for this company. 

A reasonable earnings-price ratio on 
common equity capital was found to be 
about 8 per cent. This was determined 
on the average earnings-price ratio of 
similar companies adjusted to reflect a 
normal dividend pay-out, with considera- 
tion being given to the fact that the arith- 
metical average of common stock equity 
ratios was about 66.8 per cent, while the 
company’s in question was 55 per cent. 

The department rejected testimony as 
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to market pressure and similar data and 
said that such data were far too specula- 
tive for reasonable use in determining 
the cost of money for regulatory pur- 
poses. This was particularly true where 
the company was a wholly owned sub- 
siliary. 

In discussing a proper rate base, the 
department said that although it was not 
prepared to cut loose from its historical 
viewpoint based on original cost, consid- 
erable influence was exerted by evidence 


as to the present value of the company’s 
plant and current economic conditions, 
The department then said: 


... if a given proposal seems just and 
equitable when viewed from the stand- 
point of present-day costs, we believe 
that the respect which we must have 
for the financial security of our utili- 
ties demands that we approve it. 


Re Worcester Gas Light Co. DPU 
9877, 10117, March 30, 1953. 


e 


Gas Overcharge Caused by Meter Inaccuracy Creates 
Debtor-creditor Relationship 


A“ company’s request for dismissal 
of the complaint prior to trial of 
the issues, in an action by a consumer 
for refund of overcharges, was denied by 
the municipal court of New York city. 
The company contended that the custom- 
er’s remedy was to proceed before the 
public service commission for refund ac- 
cording to a formula filed with the com- 
mission to cover such situations. The 
customer contended that the commis- 
sion’s estimate of the overcharges and 
the extent of the meter inaccuracy after 
conversion to natural gas were incorrect 
and that the formula was not binding 
upon him. 

One of the facts relied on by the com- 
pany in support of its position was that 
the consumer, when he surmised that his 
meter was inaccurate, chose to have the 
commission, rather than the company, 
test the meter. The company contended 
that the consumer, having made his 
choice, was bound by the commission’s 
finding that the meter was 2.04 per cent 
inaccurate. 

The court ruled that when a consumer 
makes overpayments because of a meter 
inaccuracy a simple debtor-creditor rela- 
tionship is established. The court made 
this comment on the argument that the 


recovery should be governed by a for- 
mula: 


Why formulae? Why formulae 
called rules? A debt exists. It should 
be paid. The commission has so or- 
dered. There is nothing upon which it 
need pass. Certainly it could not ap- 
prove, lawfully, any process, method, 
formula, or “rule” by means of which 
defendant may evade payment to 
plaintiff of any portion of the over- 
charge. A lawful debt exists. It does 
not call for the exercise of the special 
talents of a highly burdened and ex- 
tremely busy commission. There is 
nothing in the law or in binding prece- 
dent that denies to plaintiff recourse 
to a court of law to enforce this debt. 
All that plaintiff seeks is a return of 
the overcharges resulting therefrom. 


The court rejected the company’s claim 
that the consumer’s election to have the 
commission test the meter limited the 
damages to the amount determined by 
the commission. Notwithstanding his re- 
quest for a commission test of his meter, 
the court said, the consumer has the right 
to prove his claim according to the estab- 
lished rules of evidence. Warshaw v. 
Brooklyn Union Gas Co. 120 NY S2d 10. 


e 
Trended Costs Not Accepted in Rate Case 


‘ta Pennsylvania commission, in de- 
ciding that water rates yielding a re- 
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turn of 6 per cent were reasonable, re- 
fused to accept trended cost figures pre- 
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sented to establish reproduction cost. 

A company engineer, after obtaining 
spot price valuation, attempted to trend 
the data to the average prices prevailing 
during a 5-year period. He applied a 
trend factor of 0.86 based upon indices 
of construction costs as published by a 
professional periodical. The witness ad- 
mitted that he neither inquired into labor 
rates nor inquired with respect to wages 
paid by contractors in the area and that 
the labor rates used in the study were 
probably higher than local rates. He did 
not talk about discounts on pipe when 
obtaining quotations from the supplier, 
and evidence revealed that much of the 
pricing of construction was based upon 
assumption rather than detailed investi- 
gation. 

The commission said that the use of 
general trends, and especially trend fac- 
tors applied to a plant as a whole, is at 
best a guess that may produce results 
ranging beyond the realm of allowable de- 
viation. Trend factors must be selected 
and applied with due regard to the quan- 
titative and qualitative material and labor 
components, and the margin of probable 
error should be reduced to a reasonable 
degree by the application of specific trend 
factors to specific data classified into like 
units. 


e 


It was concluded that there had been 
no showing that the cement, steel, lum- 
ber, and common labor components of 
the adopted trend factor bore any rea- 
sonable relationship to the company’s 
actual experience. Further, the com- 
pany’s study was not reasonable since the 
factor of undue inflation existing in the 
reproduction cost study for property in- 
stalled in the trended period probably 
would be reflected for property installed 
prior to that period. 

Complainants against rates claimed 
that a sum paid by the United States gov- 
ernment to the company because of pollu- 
tion of a stream from an Army camp 
should have been considered as a cus- 
tomer contribution in aid of construc- 
tion and that the company’s measures of 
value should have been credited therefor. 
The company used such money for relo- 
cation of a water supply source. The 
commission said that in a case where dam- 
ages have been awarded in order that a 
new source of supply could be developed, 
the amounts so paid have no relationship 
to service furnished or to be furnished. 
Such an amount should not be credited 
to the company’s measures of value. Mc- 
Carney et al. v. Rouzerville Water Co. 
Complaint Docket No. 14813, March 9, 
1953. 


Minor Rate Adjustment Found Impractical 


ro Pennsylvania commission, on re- 
consideration of an electric rate case, 
determined a rate base as directed by the 
superior court. Under such direction the 
following changes were made without 
discussion: (1) Trended original cost at 
the average price level for ten years was 
considered in determining value ; (2) an- 
nual royalty payments charged to oper- 
ating expenses under coal leaseholds were 
not capitalized; (3) no allowance was 
made for cash working capital because 
tax accruals were more than sufficient to 
compensate for the time lag from the 
date of initiating to the time of being 
reimbursed for service. 

Allowable revenues and operating ex- 
penses had been criticized by the court. 
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The commission had used 1949 as a test 
year, Certain adjustments for that year 
were made; namely, increased wages ef- 
fective in 1950. The court said that 1949 
revenues might need further adjustments 
to reflect the experience of the company 
for 1950. 

The commission then discussed the ex- 
haustive study made as to the adjustments 
for 1949. It was concluded that it would 
be impractical, if not impossible, to ad- 
just 1949 revenues in the light of 1950 
experience. It was said that any additions 
to 1949 revenues, without rate increase, 
would mean increased deliveries, and 
such increased deliveries mean a theo- 
retical major reloading of generating 
capacity. If the required data were avail- 
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able, the result would only reflect the fur- 
ther adjustment of an already adjusted 
year by data no stronger than that aris- 
ing from nonuniform operations of a sec- 
ond nontypical year. 

To comply with the court direction, the 
commission disallowed the 1950 wage in- 
crease as an operating expense. The com- 
mission said, however: 


Adjustments to reflect known in- 
creases in wage rates (and tax rates) 
may be applied to actual or adjusted 
revenues and expenses for any year in 
order to forecast operating income if 
volume of operations, plant, and other 
factors remain constant, Contrasted 
with this type of adjustment are pro- 
posed revenue adjustments based upon 
the increased 1950 revenues which 
would require corresponding adjust- 
ments to co-ordinate changes in plant, 
revenues, and expenses at the higher 
level of operations in 1950. 


Under the rate base, as determined on 
reconsideration, allowable revenue was 


found to be only one per cent less than 
revenues in effect. The commission said 
that the company should be allowed to 
charge the rates in effect. It was prac- 
tically impossible to design rates that 
would produce revenues within such nar- 
row limits as one per cent. To reduce all 
rates by one per cent would call for an 
extended number of decimal places, re- 
sulting in rates impractical for everyday 
application to customer usage to deter- 
mine monthly billings. 

Another factor was that any customer 
gain through refund might be substan- 
tially offset by the expense incurred in 
making such refund, Further, there was 
pending before the commission the com- 
pany’s application for further rate in- 
creases. The company’s expense of de- 
termining actual refunds, or some 
amount representing amortization of that 
expense, might be included in claimed 
operating expenses in the pending case. 
Public Utility Commission et al. v. Du- 
quesne Light Co. Complaint Docket Nos. 
14968 et al. March 9, 1953. 
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UTAH PUBLIC SERVICE COMMISSION 


Re Mountain States Telephone & 
Telegraph Company 


Case No. 3833 
April 10, 1953; rehearing denied April 30, 1953 


fgg oncerony by a telephone company for authority to increase 
d intrastate rates; denied. 


Expenses, § 23 — Contribution to capital. 
1, Ratepayers shall not, by their rates paid for service, make a contribution 
to the capital of a public utility company, p. 4. 


Return, § 35 — Economic conditions. 
2. The Commission is neither empowered nor required by statute to take 
such action with respect to public utility rates as would make utility stock- 
holders free from the impact of the economic forces at work in the country, 
p. 7. 


Return, § 41 — Intercorporate relations as factor — Nation-wide telephone system. 


3. The Commission, in passing upon an application for a rate increase by 
a telephone company which is a member of a nation-wide telephone system, 
will not treat the company in the same light as an independent company 
competing in the money markets for investment capital, since such benefits as 
may flow from the company’s being a system company should accrue to the 
ratepayers, and it is proper to expect the local company to avail itself of 
all of the benefits of the integrated system, p. 8. 


Return, § 24 — Attraction of capital — Intercorporate relations. 
4. Consideration should be given to a license contract between a local tele- 
phone company and its parent company in connection with the ability of 
the local company to obtain capital in so far as that affects the reasonableness 
of its rates, p. 8. 
[1] 1 99 PUR NS 
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Return, § 66 — Nation-wide telephone system — Local rates. 
5. A local telephone company which is a member of a nation-wide telephone 
system should be allowed to charge rates to yield sufficient revenue s 
that its local business will bear the fair share of the over-all capital costs 
and operating expenses, p. 8. 


Return, § 35 — Inflation factor. 
Discussion of the effect of the decline in the purchasing power of the dollar 
in postwar years on investments in telephone securities as justification for a 
telephone rate increase, p. 3. 

Return, § 25 — Attraction of capital. 
Discussion of the contention that “informed investors” are turning away 
from public utility securities and are placing their money in industrial shares, 
as propounded in support of an application for a telephone rate increase, p. 


Sd 


APPEARANCES: S. N. Cornwall, 
J. H. Shepherd, and W. Q. Van Cott, 
for the Mountain States Telephone 
and Telegraph Company; Peter M. 
Lowe, Deputy Attorney General, for 
Public Service Commission of Utah; 
W. R. Huntsman, for Town Board of 
West Jordan, Utah; N. A. Jensen and 
Lorenzo E. Elggren for Consumers 
Welfare League of Utah; Paul That- 
cher and Jack A. Richards, for Ogden 
City; Chris P. Jensen, for Senior 
Citizens Club; John M. Silver, for 
National Association Letter Carriers. 


By the Commission: The above- 
entitled application came on regularly 
for hearing before the Commission on 
January 6, 1953. The hearing was 
concluded on January 13, 1953, on 
which date the case was submitted to 
the Commission. Notice of the hear- 
ing was mailed to a substantial number 
of potentially interested parties. No- 
tice also was published in the Deseret 
News-Salt Lake Telegram, published 
in Salt Lake City ; the Herald Journal, 
published in Logan ; The Daily Herald, 
published in Provo; and in The Ogden 
Standard-[-xaminer, published in Og- 
den. 
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From the evidence of record and 
the file in this matter the Commis. 
sion now makes the following report 
containing its findings and conclu- 
sions : 

1. The Mountain States Telephone 
and Telegraph Company, hereinafter 
sometimes referred to as “the appli- 
cant” or the “Mountain States Com- 
pany” is a corporation of the state of 
Colorado duly authorized to do busi- 
ness in the state of Utah. The appli- 
cant is a “telephone corporation” and 
a “public utility” as those terms are 
defined in Title 54, Chap 2, Utah Code 
Annotated 1953, and its intrastate 
business and operations in the state 
of Utah are subject to the jurisdiction 
of this Commission. The applicant 
conducts a general telephone business 
in the states of Arizona, Colorado, 
Idaho, Montana, New Mexico, Utah, 
Wyoming, and EI Paso county, Texas. 
It is a part of the Bell System. Ameri- 
can Telephone and Telegraph Com- 
pany, hereinafter sometimes called 
“American Company,” owns approx 
imately 86 per cent of the common 
stock of Mountain States Company. 
On December 31, 1952, the applicant 
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was serving 214,322 stations in 65 ex- 
changes in the state of Utah. 

2. The rates which the applicant 
proposes to place in effect in the state 
of Utah would increase the annual 
Utah intrastate revenues by $2,813,- 
000 when applied to the average num- 
ber of stations in service during the 
twelve months ended October 31, 
1952. Exchange service, including 
supplemental and miscellaneous serv- 
ices and facilities, would absorb $2,- 
728,000 of the proposed increase, 
while a revised intrastate toll schedule 
would produce $85,000 of the increase 
requested. 

The applicant also proposes to mod- 
ily the present exchange rate group- 
ings as follows: 


Station Range 


Proposed 
1- 1,000 
1,001-— 4,500 
4,501-10,000 
10,001-20,000 
20,001-40,000 
Over 40,000 


Present 
1- 1,000 
1,001- 4,000 
4,001- 9,000 
. 9,001-20,000 
20,001-35,000 
Over 35,000 


Group 


3. This case marks the fourth time 
since the end of World War II that 
Mountain States Company has been 
before this Commission seeking ap- 
proval of higher rates for telephone 
service in Utah. In each of the three 
previous cases the Commission author- 
zed substantial increases in the appli- 
cant’s rates. In its application the 
applicant alleges that : 

“The economic forces and factors 
bearing upon the operation and devel- 
opment of the telephone business, 
which made necessary the increases in 
rates sought by applicant in these prior 
proceedings before this Commission, 
have continued and now continue 


largely unabated, and make necessary 


the increases in rates herein applied 
for.” 

Among the factors cited by the ap- 
plicant as being responsible for the 
necessity of further upward adjust- 
ments in rates are wage increases and 
an increasing investment in plant for 
each new telephone added. The ap- 
plicant represents that for each new 
telephone installed at the present time 
approximately $290 in additional in- 
trastate investment is required, as con- 
trasted with an average investment of 
$165 for all telephones in service. It 
is also alleged by the applicant that 
its rate of earnings on Utah intrastate 
business during the postwar period has 
been unsatisfactory and has had a dam- 
aging effect upon the credit of the 
applicant. 

4. In the presentation of its case, 
the applicant focused its evidence on 
the subject of the decline in the pur- 
chasing power of the dollar in post- 
war years and the effect of such de- 
cline on investments in telephone 
securities. The evidence on this sub- 
ject purports to show that while invest- 
ments in equity securities of industrial 
concerns in the United States have 
been protected against inflation 
through increased market values of 
securities and higher dividends, that 
similar investments in telephone se- 
curities have not received such pro- 
tection. The proposition of applicant 
may be stated as follows: Assume that 
in 1940 a person invested $165 in a 
share of stock of American Company, 
which figure was the average market 
value during that year. In Septem- 
ber, 1952, the average market value 
was $154. Because of the progressive 
etfect of inflation since 1940, the dol- 
lar has become worth less and less in 
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relation to the commodities and serv- 
ices it will buy so that the investor 
actually has an investment today 
worth only $81 in terms of 1940 pur- 
chasing power, a shrinkage in real 
value of approximately 50 per cent. 
Stated differently, if the investor had 
paid only $81 in 1940 for his share 
of stock and sold it today for $154, 
he would just break even in terms of 
real purchasing power. In both 1940 
and 1952 this investor received a $9 
dividend on his share of stock, but the 
$9 received in 1952 had a purchasing 
power of less than $5 in terms of the 
buying power of the 1940 dollar. 


The corollary to the situation of the 
investor concerns the subject of depre- 
ciation. An illustration again will 
demonstrate the applicant’s theory. 
Assume that a telephone pole cost $20 
when placed in service several years 
ago, but that at the time it is worn out 
it costs $40 under present-day prices 
for a pole to replace it. Under con- 
ventional accounting procedure and 
the requirements of the uniform system 
of accounts depreciation has been re- 
corded based upon the cost ($20) of 
the old pole. At the time of purchase 
of the new pole an additional $20 will 
be needed to pay for it. The appli- 
cant maintains that the customers who 
used up the old pole should have paid 
sufficient to buy the new pole. 

Thus, it is claimed by the applicant 
that if the return to the equity holder 
is adjusted in terms of the buying 
power of the dollar and a similar ad- 
justment is made in accruing deprecia- 
tion the stockholder’s position as to the 
real value of his investment will re- 
main the same as it was at the time 
he committed his money to the enter- 
prise. 
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[1] It is a basic principle that the 
ratepayers shall not, by their rates paid 
for service, make a contribution to the 
capital of the public utility. It is the 
view of the Commission that the fore- 
going argument constitutes a plain de- 
mand that the ratepayers be required 
to contribute to the capital of Moun- 
tain States Company by the increase 
requested in the present application. 

The applicant’s testimony dealing 
with inflation was presented by Mr. 
Paul E. Remington, vice president of 
Mountain States Company in charge 
of revenue requirements and business 
research, and by Mr. Jackson Martin- 
dell, who is president of the American 
Institute of Management and a finan- 
cial consultant and economic adviser. 

It cannot be disputed that we have 
experienced serious inflation since the 
close of World War II. Mr. Martin- 
dell maintains that our present infla- 
tion has been permanently cemented 
into our economy and that it is essen- 
tially nondeflatable. He points to the 
fact that in the past the inflationary 
spiral coincidental with war was fol- 
lowed by a period of deflation, but that 
such a period of readjustment has not 
occurred in the years subsequent to 


World War II. 


The proposal submitted by Mr. 
Remington to meet the problem of in- 
flation may be stated as follows: 

That Mountain States Company be 
allowed to charge rates designed to 
produce sufficient earnings (a) to pay 
a dividend of at least $8 a share on 
its $100 par value common stock, and 
(b) to permit the retention of at least 
30 per cent of the equity earnings as 
surplus. It is Mr. Remington’s posi- 
tion that present stockholders would 
be treated fairly and equity capital 
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could be attracted if the applicant’s 
earnings were adequate to accomplish 
this stated goal. 

If we understand Mr. Remington’s 
testimony correctly, it is his position 
that the retention of 30 per cent of 
equity earnings as surplus would pro- 
vide a protection for the dividends on 
the stock, and would also provide an 
accumulation over and above the 
normal depreciation accrual based up- 
on original cost to compensate for the 
higher present-day cost of plant re- 
placements. Mr. Martindell went a 
step further and recommended that the 
annual depreciation charge be adjusted 
to reflect the “consumption of real 
capital devoted to the business which 
is not covered by conventional depre- 
ciation charges based on recorded dol- 
lar cost.” In doing this, Mr. Martin- 
dell “assumed”’ that Federal and state 
income tax laws will be changed to 
permit the deduction for tax purposes 
of depreciation charges calculated to 
reflect the effect of inflation. It 
should be noted at this point that 
present tax laws permit depreciation 
charges based upon cost, not upon 
reproduction cost. Apparently some 
consideration has been given to a re- 
vision of the tax laws to permit recog- 
nition of the impact of inflation in the 
calculation of depreciation, but at this 
time we have no knowledge of the 
passage of any such legislation. Un- 
der existing Federal tax laws it would 
be necessary for the applicant to collect 
in excess of $2 from its customers for 
each one dollar it could retain to meet 
Mr. Remington’s 30 per cent accretion 
to surplus, or to provide the extra de- 
preciation allowance contended for by 
Mr. Martindell. 


The essential purpose of deprecia- 
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tion accounting is to assign cost as- 
sociated with production to revenue in 
each accounting period. If revenues 
are adequate to cover all costs it 
usually is thought that the integrity of 
capital is being maintained. The use 
of original cost as the basis for the 
depreciation charge is practically uni- 
versal in the field of public utilities. If 
the rules were to be changed at this 
time so as to permit the determination 
of depreciation charges to reflect the 
consumption of “real capital” during 
periods of inflation should not the same 
theory hold during periods of de- 
flation? There is nothing in the 
record in this case which would indi- 
cate the acquiescence of the applicant 
to this suggestion. If depreciation was 
to be accrued at all times on the basis 
of “real capital” the depreciation pro- 
vision during a period of deflation 
would not equal the actual number of 
dollars invested in plant, while during 
a period of inflation, such as the pres- 
ent, the provision would exceed those 
dollars. 

Using the year 1940 as 100, the 
consumers price index for 1945 was 
128.3, while by June, 1952. the figure 
stood at 189.2. In this connection it 
is interesting to note the increase in the 
total investment of Mountain States 
Company in telephone plant during the 
seven years subsequent to 1945, as 
shown in the following tabulation: 


Total Total 

Company Utah 

Investment October 
31, 19522 . 

Investment Decem- 

ber Ji, 1962 .... 


Investment Decem- 
ber 31, 1945 . 


$330,710,000 
$45,000,000 

137,327,000 20,600,000 

$193,383,000 $24,400,000 


1 The total company investment at December 
31, 1952, is not available. 





Increase 
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The above figures indicate that more 
than 58 per cent of the total dollar 
investment in plant at October 31, 
1952, has been added since 1945 at 
the prices prevailing during that pe- 
riod. The corresponding figure for 
the total Utah plant investment is 
54 per cent at December 31, 1952. 
During the period of nearly five years 
from January 1, 1948, to October 31, 
1952, the increase in total telephone 
plant amounted to $152,000,000, and 
in those years the consumers price 
index was as follows: 


1950 . 
1952 (June) .. 


The figures set forth above are in- 
dicative of the fact that a substantial 
part of the present plant investment 
consists of dollars expended during the 
inflationary period. These dollars 
form a part of the rate base on which 
the applicant is entitled to earn a fair 
return. Likewise, to a large extent, 
the annual depreciation charges on this 
part of the plant investment give recog- 
nition to the depreciated value of the 
dollar. 

The plant investment figures shown 
above are gross figures before deduc- 
tion of the related depreciation re- 
serve. As of December 31, 1945, the 
ratio of the total depreciation reserve 
to plant investment was slightly in 
excess of 33 per cent. The corre- 
sponding figure at October 31, 1952, 
was just under 22 per cent. The de- 
crease in this percentage relationship 
is due to the large increase in plant 
investment since 1945. Manifestly, 
the depreciation that has been accrued 
on the plant investment represented by 
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additions since 1945 would be mutch 
less today, percentagewise, in relation 
to that part of the plant investment, 
than the accrued depreciation on the 
balance of the plant investment. It 
would follow, therefore, that the depre- 
ciated cost of the plant investment 
added since 1945 in relation to the 
total depreciated plant investment 
would be considerably in excess of the 
figure of 58 per cent referred to above. 

The applicant’s evidence shows an 
average Utah intrastate net invest- 
ment rate base of $26,163,446 for the 
twelve months ended October 31, 
1952. This figure embraces _ those 
elements which the Commission has 
included in rate bases determined in 
prior proceedings involving the pres- 
ent applicant, namely, telephone plant 
in service, property held for future 
telephone use, and materials and sup- 
plies, less the allocated depreciation 
reserve. The actual net operating 
intrastate earnings for the same 
twelve months’ period was $1,456,541, 


as shown by the applicant’s evidence. 
The rates which the applicant proposes 
to place in effect in Utah would have 
increased the operating revenues from 
Utah intrastate business by $2,813,- 
000 during the twelve months ended 


October 31, 1952. The applicant 
would have retained $1,314,000 of the 
increased revenues. Taxes and the 
fees paid under the license contract 
with American Company would have 
taken the balance. Thus the net op- 
erating earnings would have been 
$2,770,541 had the proposed rates been 
in effect during that period. Related 
to a rate base of $26,163,446 the rate 
of return would have been 10.59 per 
cent. 


The excess profits tax act of 1950 





RE MOUNTAIN STATES 


provides that all regulated telephone 
utilities are exempt from the excess 
profits tax if the rate of return does 
not exceed 7 per cent upon the tele- 
phone utility’s invested capital as that 
term is defined in the act. It seems 
evident that if the applicant’s rate of 
return was within the range of the 
figure mentioned in the foregoing 
paragraph it would be liable for 
excess profits tax. 

Mr. Martindell insists that “in- 
formed” investors are turning away 
from public utility securities and are 
placing their money in_ industrial 
shares. In support of his contention 
he presented the following figures re- 
lating to the endowment funds of 
eight colleges in the United States: 


“cc 


Year 1940 Year 1951 


Total common stock 
held . $127,309,000 $293,662,000 
American Company 
stock held 5,657,000 2,288,000 
American Company 
stock in per cent 
of total stock .. 


4.4% 0.8% 


Mr. Martindell also produced data 
as to the common stock holdings of 
eleven life insurance companies which 
are authorized to invest in common 


stock. The figures show that in 1940 
the holdings of these eleven companies 
in common stock of American Com- 
pany accounted for 8.44 per cent of 
their total common stock investments, 
while by 1951 the percentage had de- 
clined to 3.52. At the same time the 
investment these companies in 
American Company stock had actually 
increased from $4,138,000 in 1940 to 
$13,060,000 in 1951. 

It is of considerable interest to note 
the number of stockholders of Amer- 
ican Company in recent years. The 


of 
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1951 annual report of American Com- 
pany to its shareholders contains the 
following information on that sub- 
ject: 


657,465 
630,902 
683,897 
985,583 
1,092,433 


December 31, 1935 
December 31, 1940 
December 31, 1945 
December 31, 1950 
December 31, 1951 


In the same report the president 
of American Company seemingly 
points with pride to the diversified 
ownership of the stock of American 
Company, in the following words: 

“Many organizations and institu- 
tions also hold A. T. & T. stock. 
Through such holdings, large addi- 
tional numbers of people indirectly 
help to finance this business, and mil- 
lions benefit from the dividends paid. 
Among the share owners are some 
2,100 churches and other religious in- 
stitutions ; more than 700 schools and 
colleges; more than 1,100 hospitals 
and homes; some 350 insurance com- 
panies ; about 1,400 banks and brokers 
who hold stock in behalf of many 
thousands of their customers; and 
about 700 civic and social groups. The 
owners of the Bell System are truly 
a cross-section of America.”’ 

In the light of the figures shown 
above which indicate a healthy increase 
in the number of shareholders over 
the postwar years, coupled with the 
quoted statement of the president of 
the American Company, we cannot 
conclude that American Company 
equity securities are losing favor with 
the American investor. 

[2] ir. Martindell proposes that 
throu, the process of regulation the 
“real economic integrity” of capital 
invested in a public utility should be 
maintained. Under his theory the 
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“real income” from an investment in a 
public utility equity would have to be 
maintained at the same level regardless 
of price changes. It appears to the 
Commission that in order to accom- 
plish this, each investor would have 
to be treated individually depending 
upon when be bought the stock and 
the price paid for it. Otherwise, 
there would be inequality among the 
various stockholders. An_ investor 
who recently purchased stock of Amer- 
ican Company or Mountain States 
Company might reap a windfall while 
one who bought stock many years ago 
might not have the “economic integ- 
rity” of his investment preserved. If 
the full protection sought by the appli- 
cant could be made effective by some 
act or acts of this Commission it would 
seem that the common stock would be 
freed of much of the usual investment 
risks, with the dividend to the investor 
protected in an escalator-like fashion 
against changes in the purchasing 
power of the dollar. However, the 
applicant does not appear to advocate 
such a device for periods of deflation 
when it would be necessary to cut the 
valuation of the equity ownership com- 
mensurate with the increased purchas- 
ing power of the dollar. 

The applicant’s witnesses do not 
suggest that the economic integrity of 
the investment of the holders of long- 
term telephone debentures need be 
maintained. 

Under the theory advanced the 
applicant would have this Commission 
provide protection against inflation for 
a particular class of people, the tele- 
phone equity holder. Mr. Martindell 
points to certain classes, particularly 
the farmers and labor, which, by rea- 
son of acts of the Congress have been 
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accorded some protection from the in- 
flationary trend. Inflation is a na- 
tional problem and a serious one. We 
do not think the solution of the prob- 
lem is in the creation of further classes, 
Certainly those who buy telephone 
service are entitled to the same basic 
consideration as any other group. Nor 
do we believe it was the intention of 
the legislature in writing the public 
utilities act to empower or require this 
Commission to take action that would 
make utility stockholders free from 
the impact of the economic forces at 
work in this country. 

It must be remembered that the cur- 
rent charges to the expense accounts 
of the applicant give full recognition to 
the effects of inflation in so far as 
expenses are concerned. This fact 
coupled with the fact discussed above 
that a substantial part of the present 
plant investment consists of dollars of 
postwar shrunken dollar values indi- 
cates that considerable protection 
from the impact of inflation already 
is provided. 

[3-5] 5. The applicant in this 
hearing consistently emphasized the 
claim that its present rate schedules do 
not provide sufficient revenue to pay its 
expenses and yield a fair return on 
the investment. Admittedly, the con- 
cept of what is or is not a “fair” re- 
turn on the investment provokes a 
wide variety of opinions. However, 
certain objective tests help ‘in the deter- 
mination of what is a “fair’’ return. 


In this case the applicant used as 
one of the objective tests, whether or 
not the earnings of Mountain States 
Company are adequate to attract such 
investment capital as will enable it to 
fulfil its legitimate financial needs. 
Stated another way, the applicant has 
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either said or strongly inferred that its 
ability to attract investment capital is 
being destroyed by inadequate earn- 
ings. 

It must be kept in mind that the 
applicant is part of the integrated Bell 
Telephone System. American Com- 
pany owns approximately 86 per cent 
of the common stock of Mountain 
States Company. In addition to the 
large ownership interest of American 
Company in the applicant they, to- 
gether with Western Electric Com- 
pany (another Bell Telephone System 
Company), are tied together contrac- 
tually; the most important contracts 
being known as the “Standard Supply 
Contract” and the “License Contract.” 
We do not view the applicant in. the 
same light as an independent company 
competing in the money markets for 
investment capital. Such benefits as 
may flow from the applicant being a 
Bell System Company should accrue 
to the ratepayers, and it is proper to 
expect Mountain States Company to 
avail itself of all the benefits of the 
integrated system. 


It is true that between 1946 and 
1951 several public offerings of stock 
by the applicant were not fully sub- 
scribed by the existing minority hold- 
ers and the general public. Factors 
other than earnings may affect stock 
sales and this failure to subscribe was 
not necessarily due to poor earnings of 
applicant. During this same time 
American Company was making large 
offerings of convertible debentures and 
it is just as reasonable to conclude that 
the relatively unsuccessful stock sales 
by the applicant during this time to 
the minority shareholders was due 
to poor timing because they were of- 
fered at the same time as the American 
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Company convertible debentures. In- 
formed investors in the stock of the 
American Company know that they 
are indirectly investing in the asso- 
ciated Bell Companies. In this respect 
it would be interesting to know how 
many of the minority stockholders of 
applicant, while failing to exercise 
their stock rights in Mountain States 
Company, at the same time purchased 
American Company securities. Dur- 
ing the 6-year period, 1946 through 
1951, the applicant raised $79,400,100 
through the sale of common stock and 
$30,000,000 from an issue of deben- 
tures. American Company purchased 
$72,908,700 of the stock while the bal- 
ance of $6,491,400 was taken by pub- 
lic stock subscriptions. This sales ex- 
perience shows that the applicant is not 
experiencing any real difficulty in ob- 
taining adequate capital to expand and 
improve its service. 

In connection with the ability of 
applicant to obtain capital considera- 
tion should be given to the License 
Contract between it and American 
Company. 

Section 5(b) reads as follows : 

“The licensor will furnish to the 
licensee : 

“(a) 

“(b) Advice and assistance in any 
financing required to be done by the 
licensee in the extension, development, 
or improvement of its telephone sys- 
tem within its said territory and in 
the general matter of its finances; aid 
in securing funds on fair terms, as and 
when needed for new construction and 
other expenditures, but not, at any 
time, to a greater extent than the then 
condition of the finances and credit of 
the licensor may permit; active assist- 
ance in the marketing of the licensee’s 
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securities; and such other necessary 
financial support and assistance in the 
premises as will tend to serve the 
best interests of both companies.” 

It is to be noted that American 
Company is under contractual obliga- 
tion to furnish the necessary capital to 
the applicant, limited only by Amer- 
ican Company’s ability to obtain cap- 
ital. American Company has demon- 
strated that this is so by its consistent 
furnishing of the necessary capital to 
the applicant. This is part of the 
consideration for the applicant’s obli- 
gation to pay one per cent of its gross 
revenues to American Company, and 
is one of the factors urged as justifica- 
tion for the payment of the license 
contract fee. It is reasonable to expect 
that further necessary help will be 
furnished by American Company to 


Mountain States Company until such 
time as it is demonstrated that Amer- 
ican Company is unable to obtain suf- 
ficient capital to permit it to do so. 
There is no evidence in this record 
that American Company has been un- 
able to attract equity capital, but the 


fact appears to be just opposite. Dur- 
ing the period between 1946 and Sep- 
tember, 1952, American Company 
raised in excess of $2,250,000,000 of 
equity capital through conversions of 
debentures and direct stock sales. It 
is fair to conclude from the evidence 
that investors have discounted the 
effects of inflation and still consider 
American Company stock a good in- 
vestment. 

It is to be further observed that the 
principal stockholder of the applicant 
is American Company; that the reg- 
ular annual dividend paid said com- 
pany by the applicant since 1942 (ex- 
cept for 1947 and 1948) has been 
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$6 a share; and that American Com- 
pany acquires stock of the applicant at 
$100 a share in payment of advances, 
Upon this basis of investment Amer- 
ican Company is receiving a 6 per cent 
return on its money. Therefore, jt 
must be concluded that American 
Company is being treated fairly in 
respect to its return on its invest- 
ment in the applicant. This observa- 
tion does not take into account any 
benefit to American Company derived 
from “License Contract” payments or 
payments made to Western Electric 
Company by the applicant. 

This Commission is cognizant of 
the necessity of allowing the applicant 
sufficient revenue so that its business 
in Utah will bear its fair share of 
the over-all capital costs and operating 
expenses. 

During the twelve months ended 
October 31, 1952, the applicant’s evi- 
dence shows a 5.6 per cent return 
from its Utah intrastate operations on 
the “Commission” rate base. It is 
urged that this fact alone demonstrates 
that the applicant is not receiving a 
“fair” return on its invested capital 
and must then be accorded a rate in- 
crease. 

In Case No. 3596, decided on Au- 
gust 10, 1951, 90 PUR NS 10/, this 
Commission held that a 6 per cent 
return on the Commission rate base 
would be a “fair” rate for the Moun- 
tain States Company under the condi- 
tions then existing. However, it does 
not necessarily follow that a 5.6 per 
cent return is not a fair return under 
the conditions presently existing. 
There is no evidence in this record 
from which it can be found that the 
rates now in effect result in the con- 
fiscation of applicant’s property and, 
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therefore, it is reasonable to conclude 
that the rates now in effect are non- 
confiscatory. 

The evidence in this case shows that 
the gross revenue of the applicant com- 
pares very well with the gross revenue 
of other Bell System Companies. 
However, Mountain States Company 
has been unable to “carry down” an 
adequate amount of the total revenue 
“below the line” to meet fixed charges 
and a comparable return to equity 
capital. In other words, although the 
applicant’s total revenue is good, it 
does not carry down as large a per- 
centage of that revenue to apply to 
fixed charges and return on equity as 
do some of the other Bell System Com- 
panies. The reason for the poor 
“carry down” of the applicant as com- 
pared to other Bell System Companies 
stands unexplained in the record. Dr. 
Lionel Thatcher, the staff’s expert 
economist witness, suggested that the 
reason for the applicant’s poor “car- 
ty down” might well lie in the man- 
agement of the company, although the 
record reveals no further evidence on 
this point. Telephone subscribers 
should not be required to underwrite 
every practice and policy of the man- 
agement of Mountain States Company, 
nor should this Commission project it- 
self into the functions of management. 
It is clear from the record in this 
case that should the management of 
Mountain States Company accomplish 
the same degree of carry down as the 
average carry down of the Bell Sys- 
tem the net earnings of the applicant 
would be substantially improved. 

Under the proposed rate schedules 
submitted by the applicant the rate of 
return would be approximately 10.5 
per cent. There is no plausible reason 
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why the applicant should have, or ex- 
pect the Commission to grant, rates 
which would yield a return greatly in 
excess of any return heretofore 
granted. The Commission finds that 
the rate schedules submitted by the 
applicant and the evidence offered in 
connection therewith are unrealistic 
and unreasonable. 

6. In Case No. 3596 (supra), 
even though an increase in rates was 
authorized, the Commission took occa- 
sion to state that, “If the disposition 
of the application were to be deter- 
mined solely on the basis of the serv- 
ice provided, the application should be 
denied in its entirety.” (90 PUR NS 
at p. 110.) 


Numerous protestants appeared at 
the hearing in this case and objected 
strenuously to an increase in rates on 
the ground that the service rendered 
is inadequate and not worth the price 
they now have to pay for it. The evi- 
dence shows that some of these pro- 
testing customers have as many as 
twelve parties on the same line. The 
complaints as to service involve the 
same general areas as in the 1951 
hearing. These complaints cannot be 
passed over lightly. 

The Commission finds that the un- 
satisfactory service conditions called to 
the attention of the applicant one and 
one-half years ago still exist and that 
Mountain States Company has not in 
good conscience done all it could to 
remedy these service inadequacies. 


Section 54~3—-1, Utah Code Anno- 
tated 1953, provides that: 


“Every public utility shall furnish, 
provide, and maintain such service, 
instrumentalities, equipment, and facil- 


will be in all respects 
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adequate, efficient, just, and reason- 
able.” 

Thus it is readily seen that there 
must be a balancing between the rates 
charged for service, and the providing 
of “adequate, efficient, just, and rea- 
sonable service.” The applicant has 
an affirmative duty to provide the 
proper service before seeking an in- 
crease in rates. Although the earnings 
of the applicant at present are 5.6 per 
cent instead of the 6 per cent found 
to be fair by the Commission in the 
former proceeding, the Commission 
finds that an increase in rates should 
not be granted in the present case. The 
poor service conditions constitute in- 
adequate, inefficient, unjust, and unrea- 


sonable service and facilities. Until 
satisfactory progress has been made in 
service betterments, the applicant js 
not entitled to a rate increase. 


Conclusion 


From the foregoing findings, the 
Commission concludes that the appli- 
cation of Mountain States Company 


should be denied. 


ORDER 


Now therefore it is hereby ordered, 
that the application of The Mountain 
States Telephone and Telegraph Com- 
pany for increases in certain rates be 
and the same is hereby denied. 
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City of Cambridge 


Public Utilities Commission 


No. 33178 
— Ohio St —, 111 NE2d 1 
March 4, 1953 


iN 


PEAL from order authorizing temporary telephone rate in- 
crease pending final action on application for permanent 


rate increase; order affirmed. 


Rates, § 631 — Emergency rate increase — Nature of emergency. 
1. Under the provisions of § 614-32, General Code, the determination of 
the question whether an emergency warranting a temporary increase of 
telephone service rates exists is within the sound discretion of the Public 
Utilities Commission, and a finding by the Commission, that it will be 
unable to give prompt consideration to an application for an increase of rates 
and that the revenues of a telephone company are inadequate to pay interest 
on its bonded indebtedness and dividends on preferred stock, provides a 
proper basis for declaring such an emergency and, accordingly, a temporary 


increase of rates, p. 14. 
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Rates, §209— Unit for rate making — Telephone company — Company-wide 


basis. 


2. In determining whether temporary rates prescribed by the Public Utili- 
ties Commission for telephone service rendered by an Ohio telephone com- 
pany in any particular exchange are fair, just, and reasonable, the property, 
revenues and expenses of such company may be considered on a company- 


wide basis, p. 16. 


Headnotes by the Court. 


Ohio Consolidated Telephone Com- 
pany is an Ohio corporation having 
its principal place of business at Ports- 
mouth, Ohio. It owns and operates 
a single telephone system consisting of 
39 telephone exchanges located in as 
many communities in Ohio, of which 
the Cambridge exchange is one. 

On July 23, 1951, the company filed 
with the Public Utilities Commission 
an application for authority to increase 
certain rates and charges for service 
and to revise its general and local ex- 
change and toll service tariffs. 


Pending the hearing on such appli- 
cation, on September 21, 1951, it filed 
an application for the fixing of tem- 
porary emergency service rates pur- 
suant to § 614-32, General Code. The 
application for such rates was sub- 
mitted to the Commission on Novem- 
ber 26, 1951. 


On January 29, 1952, the Commis- 
sion made its finding on the applica- 
tion for emergency rates that an 
emergency does exist because the com- 
pany is unable, on the basis of its then 
current rates, to earn sufficient return 
to pay interest on its bonded indebted- 
ness and dividends on its preferred 
stock and because the original applica- 
tion for increase of rates could not be 
processed for several months, and as 
a result ordered an increase of such 
rates by 11.43 per cent, pending the 


final hearing on the company’s origi- 
nal application for increase of rates. 

On February 8, 1952, the company 
filed an application for rehearing on 
the ground that the Commission’s 
finding and order are unlawful, unrea- 
sonable, and confiscatory in that, 
among other things, the rates fixed 
provide an annual rate of return of 
only 2.52 per cent on the undepreciated 
book value of the company’s plant in 
service as of September 30, 1951. 
This application was denied. 

On February 28, 1952, the city of 
Cambridge, as protestant, filed its 
application for rehearing demanding 
that the Commission set aside, vacate, 
and rescind its finding and order of 
January 29, 1952, and thereupon to 
dismiss the application of the company 
for emergency rates. The city claimed 
that the Commission committed error 
in several respects, among others, in 
finding “that the company is unable 
under its present rates to earn sufficient 
money to pay its fixed charges” where 
such finding was not supported by the 
evidence; in finding “that such inabil- 
ity constitutes an emergency under § 
614-32 of the General Code”; in 
“overruling protestant’s motion that 
the company be required to submit 
evidence on the question of whether an 
emergency existed with re- 
spect to the operation of its Cambridge, 
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Ohio, exchange”; and in “consider- 
ing and determining the application 
for emergency increase in rates and 
charges on the basis of the combined 
experience of the 39 separate ex- 
changes owned and operated by the 
company.” The city claimed also that 
“the application for emergency relief, 
on its face, clearly shows that the com- 
pany is not entitled to emergency re- 
lief under § 614-32 of the General 
Code.” 

The application of the protestant 
was likewise denied. On March 25, 
1952, the city instituted its appeal in 
this court. 


APPEARANCES: Daniel D. Knowl- 
ton, Jr., City Solicitor, Cambridge, 
and Charles J. Chastang, Columbus, 
for appellant ; C. William O’Neill, At- 
torney General, James M. Burtch, Jr., 
and John P. Case, Columbus, for 
appellee. 


Hart, J.: The city asserts that 
alleged needs of the company for in- 
creased rates to cover cost of increased 
wages, to provide proper maintenance 
of its plant and property, to cover 
operating expenses and taxes, and to 
provide funds to meet interest require- 
ments and dividends on its preferred 
stock and reasonable dividends on its 
common stock do not constitute an 
emergency within the purview of § 
614-32, General Code, and that the 
motion to dismiss the application of 
the company for temporary increase 
of rates should have been sustained. 

Section 614-32 reads as follows: 

“The Commission shall have power, 
when deemed by it necessary to pre- 
vent injury to the business or interests 
of the public or any public utility of 
this state in case of any emergency to 
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be judged by the Commission, to tem- 
porarily alter, amend, or with the con- 
sent of the public utility concerned 
suspend any existing rates, schedules 
or order relating to or affecting any 
public utility or part of any public 
utility in this state. Such rates so 


made by the Commission shall apply 
to one or more of the public utilities in 
this state, or to any portion thereof 
as may be directed by the Commission 


[1] It will be noted that, under the 
statute, the determination of an emer- 
gency rests within the sound discre- 
tion of the Commission ; that one emer- 
gency objective is “to prevent injury 
to the business or interests of 
any public utility of this state”; and 
that an emergency is “to be judged 
[or determined] by the Commission.” 

It appears from the finding and or- 
der of the Commission that when the 
company filed its original application 
for increased rates on July 23, 1951, 
the Commission advised it that the 
application could not be processed for 
several months due to the fact that 
several other large companies had 
filed for rate increases prior to the date 
applicant had filed. This fact fur- 
nished one of the constituent grounds 
for the “emergency” as found by the 
Commission and was one of the mo- 
tivating influences which caused the 
company to apply for temporary in- 
crease of rates. See § 614-20, Gen- 
eral Code. 


The city, in its brief, argues that 
“here we have a company which seeks 
to avoid complying with § 614-20 and 
other sections of the General Code per- 
taining to public utility rate making 
and obtain rate increases, as an emer- 
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gency matter, by claiming that addi- 
tional revenues are needed for pur- 
poses which in the normal course of 
business easily could have been antici- 
pated,” all of which must mean, in the 
view of the city, that the company 
should have applied for and obtained 
rate increases at an earlier date under 
the provisions of § 614-20, General 
Code. This argument is not persua- 
sive and suggests that the city has suf- 
fered no prejudice by the emergency 
order. The court does not regard the 
emergency order of the Commission as 
unreasonable or unlawful. See Cin- 
cinnati v. Public Utilities Commission 
(1948) 149 Ohio St 570, 574, 75 
PUR NS 86, 80 NE2d 150; Akron v. 
Public Utilities Commission (1933) 
126 Ohio St 333, 336, 185 NE 415; 
Cincinnati v. Public Utilities Commis- 
sion (1917) 96 Ohio St 270, 274, 117 
NE 381. 

The city claims also that a neces- 
sity for increased revenues furnishes 
no basis for an emergency order in- 
creasing rates, and that the Commis- 
sion’s order in that respect was not 
supported by the facts or by the law. 
There was undisputed evidence to sus- 
tain the finding that the income avail- 
able for fixed charges in the sum of 
$165,564.40 is not sufficient to defray 
the cost of bond interest and dividends 
on the preferred stock; that the com- 
pany requires additional annual reve- 
nue in the amount of $221,871 in 
order to meet increased operating ex- 
penses and pay its fixed charges; that 
the undepreciated book value of the 
company’s plant as of September 30, 
1951, was $7,830,150.78, which was 
less than its reproduction cost new 
less depreciation; and that even with 
increased revenues in the amount of 


$221,871, the rate of return on the 
book value of $7,830,150.78, as of 
September 30, 1951 (without adding 
thereto an amount for material and 
supplies and cash working capital), 
would be only 2.52 per cent as the re- 
suit of an increase of 11.43 per cent in 
the then present rates of the company. 

The city, in support of its conten- 
tion that inability to pay dividends 
does not constitute an emergency for 
increase of rates, cites the case of New 
England Teleph. & Teleg. Co. v. State 
(1948) 95 NH 58, 75 PUR NS 370, 
57 A2d 267. That case, however, 
was considered in the case of South- 
western Bell Teleph. Co. v. State 
(1949) 202 Okla 291, 293, 83 PUR 
NS 221, 224, 225, 214 P2d 715, 717, 
in which the court said: 

“The Commission does not contend 
that under the showing made by the 
company in its application for tempo- 
rary or emergency rates the company 
is receiving a fair and just return on 
its investment, its chief contention 
being that so long as it had an income 
sufficient to pay operating costs, fixed 
charges, including interest on bor- 
rowed capital with any amount over 
for common stock that no emergency 
existed and that for that reason the 
company was not entitled to increased 
temporary rates. 

“In support of this contention the 
Commission relies upon the case of 
New England Teleph. & Teleg. Co. v. 
State (1948) 95 NH 58, 75 PUR NS 
370, 374, 57 A2d 267, 271. 


“The New Hampshire court cites 
no authority in support of its holding, 
and no other authority to that effect is 


cited in the Commission’s briefs. The 
holding of that court is directly con- 
99 PUR NS 





OHIO SUPREME COURT 


trary to the decisions of this court 
involving similar situations and to the 
decisions of the Supreme Court of the 
United States, where it reasonably 
appears that a considerable length of 
time will be consumed in a hearing 
upon an application for a permanent 
rate increase. Oklahoma Gas & E. 
Co. v. State Corp. Commission, 83 
Okla 281, PUR1922A 336, 201 Pac 
505; McAlester Gas & Coke Co. v. 
Corporation Commission, 101 Okla 
268, PUR1924E 3, 224 Pac 698; 
Prendergast v. New York Teleph. Co. 
262 US 43, 67 L ed 853, PUR1923C 
719, 43 S Ct 466.” 

In the case of Re Minneapolis Street 
R. Co. (1949) 228 Minn 435, 79 
PUR NS 407, 412, 37 NW2d 533, 
the court held: 

“2. In fixing an emergency or tem- 
porary street railway rate of fare, the 
Commission has the power to fix it in 
such an amount as will produce reve- 
nue not only necessary to meet fixed 
charges and operating expenses, but 
also sufficient to yield a reasonable re- 
turn on the fair value of the property 
devoted to street railway use.” 

[2] Another claim of the city is 
that the Commission committed preju- 
dicial error in overruling the city’s 
motion for an order striking all ref- 
erences to the city of Cambridge from 
the application of the company for au- 
thority to make temporary emergency 
increases in rates and from the several 
exhibits offered in evidence by the 
company. 

On cross-examination, Hirsch, a 
witness called by the company, testi- 
fied in part as follows: 


Q. Are the facilities of the plant at 
Cambridge, Ohio, in such poor condi- 
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tion that an emergency exists which 
requires immediate repair or replace. 
ment of such equipment or facilities? 
A. The answer is no. 


Q. Mr. Hirsch, in observing the 
plat [plant] facilities for the purpose 
of signing this report which is now 
known as exhibit No. 1, did you ob- 
serve whether or not any of the fa- 
cilities or equipment in Cambridge, 
Ohio, was used to render service in 
any—in Portsmouth for instance? A. 
Certainly not. 

Q. You mean the facilities in Cam- 
bridge are not used to utilize [render] 
service in Portsmouth, Ohio? 4A. 
That is correct. 

On cross-examination, Dunlap, an 
officer of the company, testified as fol- 
lows: 

Q. Mr. Dunlap, in filing the appli- 
cation for increase in interim rates in 
connection with the Cambridge ex- 
change, did you take into considera- 
tion the net operating income in Cam- 
bridge, Ohio? A. The net operating 
income of the Cambridge exchange, 
whatever it was, was included in the 
net operating income of the company 
as a whole. 

Q. It was not applied to the operat- 
ing expenses in Cambridge to deter- 
mine the net operating income in Cam- 
bridge alone? A. No determination 
of net operating income by exchange 
was made. 

Q. Do you know what percentage 
of earnings are now being had by the 
company with respect to its Cam- 
bridge property alone? A. I do not. 

Q. You do not, and that was not 
considered in connection with the fil- 
ing of the application for an interim in- 
crease? A. The net operating in- 
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come of the Cambridge exchange as 
a separate entity was not considered 
separately in determining the require- 
ments for interim relief purposes. 


The city claims that, in view of the 
testimony of these witnesses, telephone 
subscribers of the company in Cam- 
bridge are being required, through 
the order of the Commission, to pay 
emergency increases in rates for tele- 
phone service under the provisions of 
§ 614-32, General Code, although no 
emergency is claimed to exist in Cam- 
bridge. 

It is urged that § 614-32, General 
Code, giving the Commission power 
“to temporarily alter, amend, or . 
suspend any existing rates, schedules 
or order relating to or affecting any 
public utility or part of any public 
utility in this state ”, gives 
the Commission power to fix emer- 
gency rates only at points where the 
emergency exists. 

The city suggests that the question 
here raised, so far as it relates to a 
telephone company, has not been 
passed upon by this court, although the 
court has held that a municipality is 
the unit for rate-making purposes as 
to companies furnishing electric light- 
ing and gas service. See Hardin- 
Wyandot Lighting Co. v. Public Utili- 
ties Commission, 118 Ohio St 592, 
PUR1928D 560, 162 NE 262; Co- 
lumbus Gas & Fuel Co. v. Public Utili- 
ties Commission, 127 Ohio St 109, 
PUR1933D 238, 187 NE 7. 


The Commission contends that the 
city, by its motion to strike all refer- 
ences to the city of Cambridge from 
the application of the company, sought 
te limit telephone rate making to an 
exchange basis rather than to a com- 


[2] 


pany-wide or statewide basis; that 
there are no statutory provisions re- 
quiring telephone rates to be so fixed ; 
that the prior effective rates of the 
company were established on a state- 
wide basis; that the issue of exchange 
basis versus statewide basis for fixing 
telephone rates was then before the 
Commission and argued by the present 
protestants; and that their contention 
was rejected. 

The powers and privileges granted 
by the general assembly to telephone 
and telegraph companies are set forth 
in § 9170 et seq., General Code. A 
telephone company is not required to 
secure a franchise from a municipality 
in order to occupy its streets with 
poles, wires, and other equipment and 
to operate thereon. The only power 
a municipality may exercise over a 
telephone company operating therein 
is to regulate the manner in which the 
poles, wires, and equipment shall be 
placed in the city streets. The man- 
ner of use of the streets of a municipal- 
ity is a matter of agreement between 
the municipality and the telephone 
company. If the company and the 
municipality cannot agree as to the 
use of the streets of the latter, provi- 
sions are made for the probate court 
of the county to direct the manner in 
which the company may use the pub- 
lic streets so as not to inconvenience 
the public. See § 9178, General Code. 

On the other hand, municipalities 
have exclusive control over the rights 
and privileges of electric, gas, and 
water companies. 

Section 9193, General Code, pro- 
vides in part: 

“Tn order to subject such companies 
to municipal control alone, no person 
or company shall place, string, con- 
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struct, or maintain a line, wire, fixture 
or appliance of any kind to conduct 
electricity for lighting, heating, or 
power purposes through a street, alley, 
lane, square, place, or land of a city or 
village without the consent of such 
municipality.” 

See, also, §§ 9195, 9320, and 9322, 
General Code. 

Electric, gas, and water companies 
must obtain a municipal franchise to 
operate in any municipality, whereas 
the right of a telephone company to 
operate comes from the state and does 
not require a franchise from any mu- 
nicipality. Hardin-Wyandot Light- 
ing Co. v. Upper Sandusky (1916) 


93 Ohio St 428, 439, 113 NE 402. 
Municipalities not only have com- 
plete control in granting franchises to 
electric, gas, and water companies but 


have the power to regulate the rates 
charged by such companies. See §§ 
614—44 and 3982, General Code. No 
such power of regulation is given to 
municipalities over the rates of a tele- 
phone company. This seems to be 
public policy adopted generally by the 
states for very practical reasons. The 
South Dakota Public Utilities Com- 
mission, in Re Northwestern Bell Tel- 
eph. Co. (1946) 66 PUR NS 140, 
148, said: 

“In order that the telephone service 
of the state be most serviceable to the 
public in the light of modern require- 
ments and habits, it is necessary that 
there be adequate, efficient telephone 


development in all communities, large 
and small, and throughout the rural 
areas. Rates for telephone service 
therefore should be fixed and regu- 
lated so as to encourage the maximum 
development throughout the state both 
as to telephone exchanges and the long 
distance lines interconnecting them.” 

Of course, in fixing company-wide 
rates, the Commission must fix rates 
in each locality that are just and rea- 
sonable according to the circumstances. 
Section 614-23, General Code. See 
Puget Sound Traction, Light & P. Co. 
v. Reynolds, 244 US 574, 61 L ed 
1325, PUR1917F 57, 37 S Ct 705, 
5 ALR 13; Board of Supervisors of 
Arlington County v. Com. ex rel. 
Chesapeake & P. Teleph. Co. (1947) 
186 Va 963, 72 PUR NS 1, 45 SE2d 
145; New York Teleph. Co. v. Pren- 
dergast (DC NY 1929) PUR1930B 
33, 36 F2d 54; Michigan Bell Teleph. 
Co. v. Odell (DC Mich 1930) PUR 
1931B 192, 45 F2d 180. In view of 
the law as we find it, this court must 
reject such contention of the city. 

The order of the Commission is af- 
firmed. 

Order affirmed. 


Editor’s Note.—In Jackson v. Public 
Utilities Commission (1953) — Ohio 
St —, 111 NE2d 7, an order authorizing 
an emergency telephone rate increase 
was affirmed on authority of Cambridge 
v. Public Utilities Commission (1953) 
— Ohio St —, 99 PUR NS ante, 
p. 12, 111 NE2d 1. 
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Village of Markesan et al. 


General Telephone Company 


of Wisconsin 


2-U-3901 
April 1, 1953 


"Spgs eats against telephone company alleging inadequate 
4 service and facilities and excessive rates; service improve- 
ments ordered and rate complaint dismissed. 


Service, § 449 — Information to subscribers — Telephone company. 
To require telephone operators to give subscribers information concerning 
the location of fires would represent a service over and beyond that which 
the company is required by law to furnish as a public utility. 


By the Commission: The village 
of Markesan, Green Lake county, on 
October 9, 1952, filed with the Com- 
mission a complaint against the Gen- 
eral Telephone Company of Wisconsin 
which alleged that said utility is not 
furnishing reasonably adequate service 
and facilities to the public at its Mar- 
kesan exchange and that consequently 
the exchange rates are excessive. 

In this order the Commission di- 
rects the General Telephone Company 
of Wisconsin to make various im- 
provements in its facilities at the Mar- 
kesan exchange and dismisses the com- 
plaint as to rates. 

Pursuant to due notice, hearings 
were held at Markesan on November 
10, 1952, and December 17, 1952, be- 
fore examiner Calmer Browy. 


APPEARANCES: Emery Paul, Vil- 
lage Attorney, Markesan, for village 
of Markesan and others; Donald D. 


Wellink, Attorney (December 17), 
Madison, for Wisconsin Farm Bureau 
Federation; F. A. Brynelson, Attor- 
ney, Madison, for General Telephone 
Company of Wisconsin; C. F. Rieder- 
er, engineering department (Novem- 
ber 10th), and Frank Houser, engi- 
neering department (December 17th), 
of the Commission staff. 

The issues in this proceeding are 
whether the service and facilities fur- 
nished at Markesan by the General 
Telephone Company of Wisconsin are 
reasonably adequate, and if not, what 
is necessary to make them adequate; 
and whether the rates as they apply at 
this exchange are reasonable and just, 
and if not, what rates would be rea- 
sonable and just. 


Opinion and Findings of Fact 


The Markesan exchange of the 
General Telephone Company of Wis- 
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consin has a total of 713 subscribers, 
including the 81 subscribers of road- 
way companies. Magneto service is 
furnished to both local and rural pa- 
trons. 

The contentions of the complain- 
ants are the following: 

(a) That the service furnished at 
Markesan is inadequate because the 
central office and outside plant facili- 
ties are inadequate. 

(b) That a more modern type of 
service, namely common battery or 
dial, should be provided. 

(c) That rates at this exchange are 
too high when consideration is given 
to present service deficiencies. 

(d) That the local operators should 
be required to inform calling subscrib- 
ers as to the location of fires. 

Many residents of Markesan own 
farms in the surrounding rural areas 
and allegedly have a need for prompt 
information concerning the location 
of fires. 

The company concedes that certain 
improvements in its Markesan plant 
are necessary but asserts its rates are 
reasonable. During 1953 the com- 
pany plans to recable the urban area 
at a cost of $10,900, to expand and 
extend facilities in the rural area at 
an estimated cost of $20,375, and to 
replace the existing switchboard with 
a rebuilt magneto switchboard of 
superior design. 

The installation of dial equipment 
at Markesan later is contemplated. 
The reconstruction of outside plant 
facilities is a necessary step prior to 
such installation. 

Markesan service should be reason- 
ably adequate after the proposed 
improvements in plant have been 
completed. While there is some in- 
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dication that the substitution of 
common-battery or dial central-office 
equipment might be desirable, this rep- 
resents the ultimate objective rather 
than a current necessity. The installa- 
tion of the rebuilt magneto switch- 
board at this time will permit the fur- 
nishing of service at rates somewhat 
less than would result if dial equip- 
ment were installed at this time. 

On May 9, 1952, in docket 2-U- 
3618 rates were fixed for the Marke- 
san exchange to produce a rate of re- 
turn of 6.64 per cent. In a subsequent 
order, issued on October 29, 1952, 
rates at this and other exchanges were 
again adjusted to cover a wage in- 
crease granted company employees. 

Much testimony was received from 
complainants requesting that the tele- 
phone operators be required to give 
calling subscribers information con- 
cerning the location of fires. Although 
this service was performed in the past 
and is probably now furnished at vari- 
ous small manual exchanges through- 
out Wisconsin, it is a service over 
and beyond that which a telephone 
company is required by law to furnish 
as a public utility and is not public 
utility service. Obviously, this serv- 
ice cannot be furnished at automatic 
exchanges. 

The Commission finds: 

1. That the service and facilities 
furnished by the General Telephone 
Company of Wisconsin at its Marke- 
san exchange are not reasonably ade- 
quate because: 

(a) The switchboard in use is old 
and in poor operating condition. 

(b) Existing outside-plant facilities 
are overloaded and in poor physical 
condition. 

2. That the installation of addition- 
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al and improved facilities, as contem- 
plated by the company, will result in 
the furnishing of reasonably adequate 
service and facilities to the public. 

3. That the present rates at the 
Markesan exchange have not been 
shown to be unjust or unreasonable. 

The Commission concludes: 
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That it has jurisdiction under §§ 
196.03, 196.26, 196.27, and 196.37, 
Statutes, to enter an appropriate or- 
der requiring that necessary improve- 
ments in service and facilities be made 
and dismissing the complaint as to 
rates, and that such order should be 
issued. 





WISCONSIN PUBLIC SERVICE COMMISSION 


City of Milwaukee 


Milwaukee Gas Light Company 


2-U-3609 
March 2, 1953 


PPLICATION by natural gas company for rehearing of order 
fixing interim rates ; rehearing denied. 


Procedure, § 32 — Rehearing — Interim orders. 
A rehearing on an interim order is not proper, since, in view of the statu- 
tory limitation to one rehearing in any case, a rehearing on such an order 
would preclude a rehearing on a final order. 


By the Commission: On February 
16, 1953, the Commission made and 
issued an opinion and order authoriz- 
ing Milwaukee Gas Light Company 
to place in effect certain interim rates 
subject to its making such refunds as 
may be required upon final determina- 
tion of the Commission. 

On February 24, 1953, the city of 
Milwaukee filed with the Commission 
an Original and five copies of a docu- 
ment entitled ‘application for rehear- 
ing and petition for reopening of pro- 
ceedings as such proceedings relate to 
the promulgation of ‘interim rates’ set 


forth in the order of February 16, 
1953.” On February 24, 1953, the 
Milwaukee Gas Light Company filed 
with the Commission an objection 
against the granting of any oi the 
relief requested in the aforesaid docu- 
ment filed by the city of Milwaukee. 
The Commission has carefully con- 
sidered the matters presented and has 
concluded (a) that an application for 
rehearing of its interim order of Feb- 
ruary 16, 1953, is not proper under 
nor required by § 196.405; (b) in any 
event if its conclusion is not correct, 
the application for rehearing should 
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be denied on its merits; and (c) that 
the petition for reopening should be 
denied on its merits. 

The reason why the Commission 
has considered that an application for 
rehearing of its interim order of Feb- 
ruary 16, 1953, is not proper under 
nor required by § 196.405 is that the 
statute ($ 196.405) contemplates that 
an application for rehearing be filed 
with respect to an order of the Com- 
mission which is intended to finally 
terminate the proceeding in a particu- 
lar docket. This is plain, first, from 
subsection (5) of § 196.405 to the ef- 
fect that the proceeding before the Pub- 
lic Service Commission is not com- 
pleted until an application for rehearing 
has been filed and acted upon by the 
Commission or denied by implication 
as provided by § 196.405(4), which 
indicates that such an application is con- 


sidered as coming at the end of a case. 
“This provision implies that the pro- 
ceeding in a rate case is not complete 
until a motion for rehearing has been 


made.”” Wisconsin Teleph. Co. v. 
Public Service Commission (1939) 
232 Wis 274, 314, 30 PUR NS 65, 
92, 287 NW 122. In Wisconsin 
Power & Light Co. v. Public Service 
Commission (1939) 231 Wis 390, 
403, 29 PUR NS 500, 509, 284 NW 
586, the court, referring to the same 
provision, stated: “This was no doubt 
inserted for the purpose of preventing 
judicial review until the Commission 
has made a final determination either 
upon a rehearing or by denying a re- 
hearing.” Cf. Wisconsin Teleph. Co. 
v. Wisconsin Employment Relations 
Board (1948) 253 Wis 584, 34 
NW2d 844; Federal Power Com- 
mission v. Metropolitan Edison Co. 
(1938) 304 US 375, 82 L ed 1408, 
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24 PUR NS 394, 58 S Ct 963. In 
the second place subsection (3) of 
§ 196.405 provides that only one re- 
hearing shall be granted. Hence, if 
a rehearing were proper in case of an 
interim order, such as here, and were 
granted and then the interim order 
affirmed after rehearing, the language 
of the statute would preclude an appli- 
cation for rehearing from the final 
order. We do not think that the 
statute (§ 196.405) should be con- 
strued to work such a result. 

The order of February 16, 1953, 
in this docket plainly contemplates a 
subsequent order which will fix a final 
rate and which will be the terminal 
order in this docket, and for reasons 
above stated is not one from which an 
application for rehearing is not proper 
under nor required by § 196.405. 

On the merits the application for 
rehearing is denied in any event should 
its conclusions above be deemed incor- 
rect, and the petition for reopening is 
denied as nothing has been submitted 
that has not already been considered. 
We also note that the interim order 
provides for refund in event the rates 
therein provided are above what 
might be determined to be proper in 
the final order. Hence the right to 
file an application for rehearing from 
the final order or to seek review there- 
from, should any customer desire to 
do so at that time, will adequately 
protect such consumer from the effect 
of the interim order. 

On the basis of the foregoing the 
Public Service Commission determines 
and orders: 

1. That the aforesaid application 
for rehearing of its interim order of 
February 16, 1953, is not proper 
under nor required by § 196.405. 
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2. That in any event the aforesaid 
application for rehearing be and the 
same hereby is denied. 


3. That the aforesaid petition for 
reopening be and the same hereby is 
denied. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Iowa County Telephone Company 


2-U-3612 
May 4, 1953 


ETITION by telephone subscribers for Commission approval 
| of their obtaining service from different company; granted. 


Monopoly and competition, § 86— Telephone service areas — Community of in- 


terest. 


A telephone company was ordered to extend service to another company’s 
subscribers who resided close to the first company’s exchange, notwith- 
standing the second company’s contention that the loss of these subscribers 
would increase the economic difficulties caused by its small size, since a 
telephone company’s exchange area should consist of a natural economic 
unit of such territory as would be conducive to the best interests of both 
the public and ultimately to the utility, and since the subscribers’ community 
of interest was with the village in which the company from whom service 


was sought was located. 


By the Commission: The Com- 
mission on November 8, 1951, entered 
an order authorizing the Iowa County 
Telephone Company to disconnect its 
five rural telephone lines from the 
Highland central office of the High- 
land Telephone Company. 

Subsequent to that date a petition 
was received from sixteen of the af- 
fected subscribers which indicated that 
these subscribers desired direct serv- 
ice to Highland. These persons failed 
to receive notice of the original hear- 
ing in this matter and hence did not 
appear. For this and other reasons 
the Commission deemed it advisable 
to reopen the proceeding and to broad- 
en the issue to permit consideration 


of toll or unlimited service between 
Cobb and Highland and the status of 
subscribers on the lines formerly con- 
nected to both exchanges. 

Order for reopening was issued on 
August 25, 1952. 

The Commission herein rescinds its 
order of November 8, 1951, and di- 
rects the Highland Telephone Com- 
pany to extend its service to certain 
persons residing near Highland who 
are now served by the Iowa County 
Telephone Company. 

Pursuant to due notice further hear- 
ing was held on September 26, 1952, 
at Highland before examiner Alvin H. 
Olson. 
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APPEARANCES: Orval Jenks, Presi- 
dent, Montfort, for lowa County Tele- 
phone Company; James Schueneman, 
owner, Highland, for Highland Tele- 
phone Company. 

Petitioners for change-over: George 
Larson, Richard Scullion, Emmet 
Scullion, Charles Scullion, Virgil 
Pierick, Wilbert Wienkes, Robert 
Prochaska, and Joe Beckie, Highland. 

Of the Commission staff: W. H. 
Evans, rates and research department, 
and C. F. Riederer, engineering de- 
partment. 

On March 19, 1953, an interlocu- 
tory order was issued requiring the 
Highland Telephone Company to ter- 
minate at the Highland central office an 
interexchange circuit constructed be- 
tween Cobb and Highland by the Iowa 
County Telephone Company for use in 
unlimited interexchange service with- 
out toll. 

The remaining issues in this pro- 
ceeding are whether the disconnection 
of its five rural lines from the High- 
land switchboard by the Iowa County 
Telephone Company is consistent with 
reasonably adequate service, and 
whether the extension of Highland 
service to certain of the affected sub- 
scribers is required by public conven- 
ience and necessity and the furnishing 
of reasonably adequate service to the 
public. 

Cobb rural lines 10, 11, 16, 42, and 
50 were previously connected at both 
the Cobb exchange of the Iowa County 
Telephone Company and the Highland 
exchange of the Highland Telephone 
Company. Since the original hearing 
these lines have been disconnected 
from the Highland central office. A 
clear metallic line has been constructed 
from Cobb to the Highland village 
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limits for interexchange service with- 
out toll between the two exchanges, 
The lines connected to the Highland 
exchange were disconnected before 
the interexchange line was completed 
in violation of the order of November 
8, 1951. 

The 53 premises served by Cobb 
lines 10, 11, 16, 42, and 50 are lo- 
cated along various roads and high- 
ways between Cobb and Highland. 
Some of these premises are located 
much nearer Cobb than Highland. 
Likewise, a number of other subscrib- 
ers reside in the immediate vicinity of 
Highland. 

The petitioners are among the latter 
group. They profess a desire and a 
need for direct service from the High- 
land Telephone Company because of 
their proximity to Highland and the 
fact that their community of interest 
lies in that village. They object to 
service from the Cobb exchange, since 
few of their needs are found there. 

The Iowa County Telephone Com- 
pany contends that it can furnish rea- 
sonably adequate service to the peti- 
tioners from its Cobb exchange. The 
company desires to retain them as its 
subscribers since their loss would fur- 
ther increase the economic difficulties 
caused by its small size. 

The Highland Telephone Company 
indicated that it would be agreeable 
to extend its facilities to those Cobb 
subscribers who reside near Highland 
and to reimburse the Iowa County 
Telephone Company for any facilities 
of the latter which could be used in 
making the extension. The Highland 
Company presently furnishes service 
in the town of Highland. 

The Commission, on March 14, 
1952, in docket 2-U-3476, Wichman 





RE IOWA COUNTY TELEPH. CO. 


y. Wood County Teleph. Co. (and 
Rudolph Telephone Co.), 95 PUR NS 
193, 197, stated as follows: 

“Although an exchange area is not 
unalterable, it should consist of a nat- 
ural economic unit of such territory as 
will be conducive to the best interests 
of both the public and ultimately to the 
utility. Circumstances may and often 
do require a change of claimed terri- 
tory when to do so would better serve 
the public or any portion thereof and 
not unduly harm the utility or remain- 
ing subscribers.” 

This statement briefly expresses the 
opinion of the Commission in the mat- 
ter here under consideration. 

Those subscribers who reside near 
Highland desire Highland exchange 
service and the Highland Telephone 
Company will be required to construct 
the necessary metallic lines to serve 
them. 

The Commission finds : 

1. That the lowa County Telephone 
Company presently serves fifty-three 
rural subscribers from its Cobb cen- 
tral office by means of five ground 
return lines which previously con- 
nected at both the Cobb and Highland 
central offices. 

2. That the community of interest 
of approximately twenty of these sub- 
scribers is in Highland, which village 
is served by the Highland Telephone 
Company, 

3. That these subscribers reside in 


the town of Highland, Iowa county, 
in which town the Highland Telephone 
Company is presently furnishing tele- 
phone service. 

4. That public convenience and ne- 
cessity and the rendition of reasonably 
adequate service to those approx- 
imately twenty subscribers require that 
the Highland Telephone Company ex- 
tend its service to them. 

The Commission concludes: 

That it has jurisdiction under §§ 
196.03, 196.26, 196.37, and 196.50 
(2), Statutes, to issue an appropriate 
order, and that such order should be 
issued. 


ORDER 


The Commission therefore orders: 

1. That the Highland Telephone 
Company, by September 1, 1953, ex- 
tend Highland exchange service by 
means of metallic rural lines to those 
persons desiring said service who re- 
side in the following sections of the 
town of Highland. 

(a) 33, 34, 35, 36, township 7 
north, range 1 east. 

(b) 31, township 7 north, range 2 
east. 

(c) 1, 2, 3, 4, township 6 north, 
range | east. 

2. That the November 8, 1951, 
order in this docket be and the same 
hereby is rescinded. 

3. That jurisdiction be and hereby 
is retained. 
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Mississippi River Fuel Corporation 
Vv. 


Federal Power Commission 


No. 10868 
202 F2d 899 
February 9, 1953; on cross motions for modification 
of opinion April 9, 1953 


EVIEW of order of Federal Power Commission rejecting, 
R without hearing, rate schedules filed by a natural gas com- 
pany; order vacated and cause remanded. Following a confer- 
ence of the interested parties a proposed settlement was reached 
allowing rate increases and requiring the discontinuance of court 
proceedings and the settlement was approved by the Commission 
in Re Mississippi River Fuel Corp. Opinion No. 253, Docket 

No. G—-2153, June 3, 1953. 


Rates, § 249 — Schedules — Effective date — Natural Gas Act. 

1. The words “proposed effective date,” in the rule of the Federal Power 
Commission providing that tariffs shall be filed not less than thirty days 
nor more than sixty days prior to the proposed effective date thereof, do not 
mean more than merely the date on which the company proposes to make 
its new rates effective ; the language of the rule and of § 4(d) of the Natural 
Gas Act, 15 USCA §717c(d), which it implements simply refers to the 
date which the applicant states is the one on which he would like to change 
his rates, p. 27. 

Rates, § 245 — Filed schedules — Rejection by Commission — Natural Gas Act. 
2. The Federal Power Commission cannot reject, and return without hearing, 
rate schedules and supporting material constituting tariff changes proposed 
by a natural gas company and filed with the Commission where all formal 
requirements have been complied with, even though the Commission reasons 
that the stated basis and justification of a substantial part of the proposed 
rate increase is an indefinite, speculative, and unknown increase in the cost 
of wholesale gas supply, p. 27. 


Rates, § 237 — Schedules — Procedure after improper rejection. 

3. A natural gas company, after obtaining the reversal of an order of the 
Federal Power Commission improperly rejecting tariffs proposing rate in- 
creases, should be permitted to resubmit the schedules to the Commission, 
to become effective immediately, subject to the right of the Commission to 
direct and give notice of a hearing upon the new schedules and to safeguard 
customers in the payment of the new tariffs, pending the outcome of such 
hearing, by requiring the filing of a bond as contemplated and authorized 
by § 4(e) of the Natural Gas Act, 15 USCA § 717c(e), p. 31. 
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MISSISSIPPI RIVER FUEL CORP. v. F. P. C. 


APPEARANCES: James Lawrence 
White, New York city (William A. 
Dougherty, New York city, Charles 
E. McGee, Washington, D. C., on the 
brief), for Mississippi River Fuel 
Corp.; Reuben Goldberg, Washing- 
ton, D. C. (Bradford Ross, General 
Counsel, Bernard A. Foster, Jr., As- 
sistant General Counsel, and Louis C. 
Kaplan, Washington, D. C., on the 
brief), for Federal Power Commis- 


sion. 


Before Goodrich, Staley, and 
Hastie, CJJ. 


Hastiz, CJ.: Mississippi River 
Fuel Corporation brings this petition 
for review to challenge an order of the 
Federal Power Commission which 
undertook to reject and return with- 
out hearing rate schedules and sup- 
porting material constituting tariff 


changes proposed by the corporation 
and filed with the Commission. 

[1, 2] Petitioner is a natural gas 
company within the meaning of the 
Natural Gas Act, 52 Stat 821, 15 
USCA § 717 et seq. Pursuant to 
$4(d) of the act, 15 USCA §717c 
(d), petitioner, hereinafter called 
“Mississippi,” filed on April 30, 1952, 
revised tariff sheets which it proposed 
should become effective June 1, 1952. 
As proposed, the new rate schedules 
would have increased the price of 
natural gas in sales within the juris- 
diction of the Commission and would 
have changed the manner of determin- 
ing customers’ maximum rights to call 


upon petitioner for service. On May 
29, 1952, the Commission issued an 
opinion and order in which it rea- 
soned that the stated basis and jus- 
tification of about one-third of the 
proposed increase in Mississippi's rates 
was an expected increase in the cost of 
gas to be purchased by Mississippi from 
its principal supplier, United Gas Pipe 
Line Co.; that sales of natural gas by 
United to Mississippi are within the 
jurisdiction of the Commission, and 
that, since no application for an in- 
crease in rates had been filed by Unit- 
ed, it was clear that no increase in 
cost of supply would be experienced by 
Mississippi on June 1, 1952. The 
Commission added that it was uncer- 
tain when, if ever, such an increase in 
costs would occur. The Commission 
was “not unmindful” that about two- 
thirds of Mississippi’s proposed in- 
creased rates and other proposed 
changes in the method of computing 
charges bore no relation to the claimed 
anticipated increase in cost of gas 
purchased from United, but said 
that “the application for tariff changes 

has not . . . been so con- 
structed by Mississippi as to enable 
the Commission to deal with its com- 
ponents separately.” In these cir- 
cumstances, the Commission ordered 
the proposed rate schedule rejected 
without prejudice to Mississippi's ‘‘fil- 
ing proposed tariff changes which do 
not include indefinite, speculative, and 
unknown increases in the cost of serv- 


” 


ice. 





10n May 29, 1952, United Gas Pipe Line 
Company filed an application for increased 
rates to be effective July 1, 1952. This pro- 
posed tariff schedule and supporting papers 
were returned by the secretary of the Commis- 
sion on June 27, 1952, because of deficiencies 
in form. On July 3, 1952, United made a 
new filing which proposed a tariff schedule to 
become effective August 3, 1952. By order of 


the Commission dated July 31, 1952, these 
rate increases were suspended for the maxi- 
mum 5-month period and a hearing ordered. 
By order of January 14, 1953, United’s pro- 
posed tariff schedule became effective as of 
January 3, 1953, subject to bond pending con- 
clusion of the hearing and decision by the 
Commission. 
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On June 24, 1952, Mississippi ap- 
plied to the Commission for rehearing 
of the May 29th order alleging as a 
principal ground of complaint that the 
Commission was required to grant a 
hearing on its proposed tariff changes 
and had no authority to reject its fil- 
ing summarily. No action was taken 
by the Commission on this application 
and, therefore, as provided by § 19(a) 
of the Natural Gas Act, 15 USCA 
§ 717r(a), it is deemed to have been 
denied thirty days after it was filed. 
Mississippi now petitions for review 
of the Commission’s order of May 
29th. 

Section 4 of the Natural Gas Act 
provides: 

“(d) Unless the Commission other- 
wise orders, no change shall be made 
by any natural-gas company in any 
such rate, charge, classification, or 
service, or in any rule, regulation, or 
contract relating thereto, except after 
thirty days’ notice to the Commission 
and to the public. Such notice shall 
be given by filing with the Commission 
and keeping open for public inspection 
new schedules stating plainly the 
change or changes to be made in the 
schedule or schedules then in force and 
the time when the change or changes 
will go into effect. 


“(e) Whenever any such new 
schedule is filed the Commission shall 
have authority, either upon complaint 
of any state, municipality, or state 
Commission, or upon its own initiative 
without complaint, at once, and if it so 
orders, without answer or formal 
pleading by the natural-gas company, 
but upon reasonable notice, to enter 
upon a hearing concerning the lawful- 
ness of such rate, charge, classifica- 
tion, or service; and, pending such 
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hearing and the decision thereon, the 
Commission, upon filing with such 
schedules and delivering to the nat- 
ural-gas company affected thereby a 
statement in writing of its reasons for 
such suspension, may suspend the op- 
eration of such schedule and defer the 
use of such rate, charge, classifica- 
tion, or service, but not for a longer pe- 
riod than five months beyond the time 
when it would otherwise go into ef- 
fect: . . . . If the proceeding has 
not been concluded and an order made 
at the expiration of the suspension pe- 
riod, on motion of the natural-gas 
company making the filing, the pro- 
posed change of rate, charge, classifica- 
tion, or service shall go into effect. 
Where increased rates or charges are 
thus made effective, the Commission 
may, by order, require the natural-gas 
company to furnish a bond, to be ap- 
proved by the Commission, to refund 
any amounts ordered by the Commis- 
ae 

Section 16 of the act, 15 USCA 
§ 7170, empowers the Commission 
to make such rules and regulations 
as are “necessary or appropriate” to 
the performance of its duty to execute 
the provisions of the act. Among the 
rules and regulations promulgated 
pursuant to this authority is the fol- 
lowing: 

“Notice requirements. All tariffs 
and contracts or any parts thereof 
shall be filed with the Commission and 
posted not less than thirty days nor 
more than sixty days prior to the pro- 
posed effective date thereof, - 

It is conceded by counsel for the 
Commission that all formal require- 
ments other than the quoted rule were 
complied with by Mississippi in sub- 


218 CFR § 154.22. 
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mitting its proposed tariff schedule. 
And it may be assumed for purposes of 
this case that the Commission has the 
power, implied from its authority to 
make rules and regulations, to reject 
a proposed filing which does not con- 
form to such rules and regulations.® 
3ut the Commission contends that the 
quoted rule was not complied with. 
It argues that “proposed effective 
date’ means something more than 
merely the date on which the com- 
pany proposes to make its new rates 
effective. We do not agree. The 
language of the rule and of the sec- 
tion of the statute it implements seems 
clear and unambiguous. Reading the 
words with their “ordinary and 
usual” meaning leaves no doubt that 
they simply refer to the date which 
the applicant states is the one on which 
he would like to change his rates. But 
for the strenuousness with which the 
Commission contests this point we 
would be content thus to dispose of it. 


The Commission speaks in its order 
of the proposed effective date “request- 
ed” as if there may be some other 
proposed effective date “permitted” 
which becomes “the proposed effective 
date” within the meaning of the regu- 


lation. If the Commission’s position 
is that the proposed effective date 
must be one on which the rate increase 
asked is justified, then the Commis- 
sion must decide, whenever a proposed 
change is submitted for filing, that the 
rate change is justified before it ac- 
cepts the proposed tariff for filing and 
orders a hearing to determine whether 
or not it is justified. Perhaps the 
Commission’s position escapes this ab- 
surdity, though without achieving 
soundness, if all that is required by the 


Commission to elevate the date pro- 
posed by the company into a “‘proposed 
effective date as contemplated by the 
rule” is merely that it not be obvious 
beyond conceivable need for proof that 
the justification stated for the pro- 
posed increase has no reasonable re- 
lationship to the date proposed by the 
company. 

Motions to dismiss for failure to 
state a cause of action and motions for 
summary judgment are familiar judi- 
cial devices for avoiding the delay of a 
full scale hearing of cases in which it 
is clear as a matter of law or of indis- 
putable or easily ascertained fact that 
the plaintiff cannot recover. It may 
well be that a quasi-judicial body 
such as the Federal Power Commis- 
sion has need for some analogous pro- 
cedures to expedite the handling of 
those matters which come before it 
which can be resolved solely as 
matters of law or on the basis of 
same easily ascertained fact. But the 
statute which defines the powers of 
the Commission in natural gas matters 
makes no provision for any such pro- 
cedures. Whether the Commission 
could, in the legitimate exercise of its 
rule-making powers, establish such 
procedures,* or whether specific stat- 
utory reform is needed, is not now 
before us. What we have here is an 
attempt by the Commission to adopt 
some such procedure by distorting 
otherwise clear words of a regulation 
it has itself adopted. Whatever might 
be said of action under a regulation 
framed so as to attempt to authorize 
the type of procedure the Commission 
is indulging here, this attempt to 
achieve the result by reading it into 
a section of the regulations, which 





318 CFR §1.14(a) (2). 
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does not even purport to deal with any- 
thing but the formal notice which shall 
attend the filing of proposed tariff 
schedules, is clearly beyond the scope 
of permissible administrative inter- 
pretation of administrative regula- 
tions. 

Moreover, even if there were some 
procedure by which the Commission 
could act summarily in some rather 
clear cases, the Commission concedes 
that much of petitioner’s proposed 
tariff schedule was based on claims 
which could not be rejected summarily 
as without merit. For factors other 


than anticipated future rate increases 
of Mississippi’s suppliers are the stated 
basis of most of what Mississippi pro- 
Admitting this, the Commis- 
sion argues in effect that it is asking 
too much to expect the Commission, 


poses. 


after full hearing at which all relevant 
facts may be adduced and the parties 
have had opportunity to analyze the 
evidence and present arguments as to 
the applicable law, to sort the good 
from the bad. Yet, precisely that is a 
principal purpose of the hearing and a 
major responsibility of the Commis- 
sion 

Section 4(e) of the Natural Gas 
Act makes special provision for the 
familiar situation in which, pending 
administrative hearing and decision, a 
public utility may increase its rates, 
subject to a possible requirement of 
future refunds. The Commission, 
upon completion of hearing and deci- 
sion, is empowered, in the language of 
the statute, “to order such natural-gas 
company to refund, with interest, the 
portion of such increased rates or 
charges by its decision found not jus- 
tified.” [Italics added.] This provi- 
sion clearly demonstrates, if demon- 
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stration be needed, that Congress 
contemplated that there would be cases 
in which, after hearing, some part of 
a requested increase would be ap- 
proved as justified even though some 
other part would be found inadequate- 
ly supported and disallowed. It would 
be arbitrary and unfair to hold that 
the applicant includes any item of cost 
which in administrative judgment may 
turn out to be not allowable at peril 
of summary rejection of his entire pro- 
posal. 

We do not mean to suggest that 
the Commission is without power to 
require schedules and supporting data 
to be organized or broken down in 
convenient and readily comprehensible 
form. We have no doubt that certain 
regulations to that end may be ap- 
propriate. And at the hearing of a 
particular case parties and witnesses 
may be required to organize or divide 
their presentation in an indicated way 
so that it will be informative and un- 
derstandable. 

This is not such a case. The Com- 
mission has simply refused to recog- 
nize as properly before it or retain for 
action as prescribed by the statute a 
filing which met all formal require- 
ments. On the face of § 4 of the Nat- 
ural Gas Act, relevant portions of 
which have been set out above, it is 
clear that, Mississippi’s proposed tariff 
changes having been duly filed, the 
Commission had only two alternatives. 
3y failing to act it could have allowed 
them to become effective, or, it could 
have entered upon a hearing and, 
pending such hearing, could have sus- 
pended the proposed new schedules for 
a period not exceeding five months 
beyond the proposed effective date. 
It did neither of these things. It pur- 
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ported to follow a third course, rejec- 
tion without hearing—a course for 
which it cannot show even color of 
statutory authority. 

We can understand, as the argu- 
ment in this case has seemed to imply, 
that the Commission may have had 
to contemplate serious injury to the 
public interest because of its inability 
with very limited funds and staff to 
perform the enormous task of inves- 
tigation and analysis imposed upon it 
in times when so many public utilities 
are submitting important proposals 
within its jurisdiction and the statu- 
tory scheme requires it to act promptly 
or let proposals go by default. But 
the remedy lies with Congress. If 
changes in the law are needed, or more 
personnel to administer existing law, 
or both, it is not for the administrative 
agency or the courts to try to make 
up for this deficiency by taking unau- 
thorized short cuts or indulging time- 
saving procedures which fail to accord 
parties the rights which the law as 
written gives them. Viewed in most 
favorable light, that seems to us to be 
what the Commission has tried to do 
here. It follows that the order of May 
2%h must be set aside as wholly be- 
yond the authority of the Commission. 


[3] Beyond that, further procedure 
before the Commission must, in so far 
as is possible under the statute, mini- 
mize the injury caused Mississippi by 


the Commission’s illegal order. The 
Commission and the public already 
have had more than thirty days’ notice 
of the proposed tariff changes as re- 
quired by $ 4(d) of the Natural Gas 
Act. In addition, since the proposed 
etiective date of the changes, June 1, 
1952, more time has elapsed than the 
maximum period of five months dur- 


ing which the Commission could law- 
fully have suspended the proposed new 
schedules. Of course theoretically the 
Commission could have completed a 
hearing and properly disapproved the 
new rates within the 5-month period. 
But we have already alluded to sugges- 
tions that the docket of the Commis- 
sion is seriously overcrowded. How- 
ever that may be, the Commission hav- 
ing chosen an unlawful procedure 
rather than a lawful one cannot com- 
plain that the remedy ignores what it 
might have done but did not. 

Accordingly, we think the Commis- 
sion has no right to prevent the peti- 
tioner from putting its proposed new 
schedules into effect at once under the 
procedure which the statute authorizes 
the proponent of a new tariff to fol- 
low after the end of a 5-month sus- 
pension. To this end, the Commission 
shall accept again the original papers 
filed by the petitioner on April 30, 
1952, or duplicates thereof. Imme- 
diately upon such resubmission the 
petitioner shall be privileged to make 
its proposed new schedules effective by 
filing such a motion for that purpose 
as is authorized and required by § 4 
(e) of the Natural Gas Act, subject 
to the right of the Commission forth- 
with to direct and give notice of a 
hearing upon the new schedules and 
to safeguard customers of petitioner 
in the payment of the new tariffs pend- 
ing the outcome of such hearing by 
requiring petitioner to file such bond 
as is contemplated and authorized by 
$ +(e). 

The order of May 29, 1952, will be 
vacated and the cause remanded to 
the Federal Power Commission tor 
further proceedings consistent with 
the authorization and direction of this 
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opinion. The mandate of this court 
will issue forthwith. 


On Cross Motions for Modification 
of Opinion April 9, 1953 


Both parties have indicated by mo- 
tions their dissatisfaction with our 
opinion filed February 9, 1953 [print- 
ed herewith]. Mississippi River Fuel 
Corporation, the prevailing party, 
complains that we have not enabled 
it to get all of the relief to which it is 
entitled. Federal Power Commission, 
the losing party, seeks merely that the 
court correct the impression conveyed 
by its opinion that some factor or fac- 
tors other than the Commission’s best 
judgment as to the meaning and effect 
of its own rules motivated the order 
which the court has vacated. We 


think this latter motion requires no 
more than this acknowledgment of its 


submission and a statement, which we 
now make, that we accept what the 
Commission says as a correct state- 
ment of its position. The foregoing 
pronouncement shall constitute the ac- 
tion of the court on the motion of the 
Commission. 

The motion of Mississippi concerns 
an altogether different issue. It seeks 
a modification of our opinion in man- 
ner calculated to have material effect 
on the future course of this contro- 
versy before the Federal Power Com- 
Briefly, Mississippi wants 
disposition of the appeal so 


mission. 
our 


changed that it may now put into 
effect retroactively as of June 1, 1952, 
the increased rates which it originally 
proposed April 30, 1952, and which 
the Commission rejected on May 29, 
1952. It was our considered judg- 
ment at the time of decision that this 
should not be done. Our view has 
now been supported by a filing amicus 
curiae by counsel for Laclede Gas 
Company. In that filing it is repre- 
sented that to increase Mississippi's 
charges retroactively to June 1, 1952, 
would force its principal customer to 
pay additional retroactive charges of 
about $3,000,000 for gas it already 
has resold to its own customers on the 
basis of Mississippi’s existing rate to 
it. Such history cannot be changed 
and in our judgment should not be 
ignored. It is neither realistic nor 
proper to treat an affirmative though 
legally misconceived rejection of plain- 
tiff’s proposed rate increase by the ad- 
ministrative body which had jurisdic- 
tion over the subject matter either as a 
tacit approval or as something that 
never happened. We find nothing in 
the statute that sanctions such a 
course. We are satisfied that the deci- 
sion we already have made is fair and 
in accordance with law. Cf. United 
States v. Morgan (1939) 307 US 
183, 83 L ed 1211, 29 PUR NS 4/, 
59 S Ct 795. The motion of Missis- 
sippi River Fuel Corporation will be 
denied. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 


Philadelphia Electric Spends 
$1 Million a Week for Expansion 


Paes E.ectric COMPANY reports 
that its expansion and improvement pro- 
gram which started at the close of World War 
II continues on schedule, with construction ex- 
penditures this year budgeted at $74,000,000. 
This will bring improvement expenditures to 
an average of $1,000,000 a week for the 8-year 
postwar period. 


IBM Appoints Special 


Utilities Representative 

| gremreonamgine Bustness MACHINES Cor- 

PORATION recently announced the appoint- 
ment of Ferdinand D. Saunders as special rep- 
resentative, public utilities, at its World Head- 
quarters in New York city. His duties will 
involve the planning of IBM equipment appli- 
cations to meet the accounting needs of public 
utilities. He was previously a sales repre- 
sentative in the Brooklyn office. 


Ebasco Appointment 


freacco SERVICES INCORPORATED has an- 
nounced that Jack McKamey has been as- 
signed as project manager of the Littleton 
Hydroelectric Development located on the Con- 
necticut river near Littleton, New Hampshire. 
Ebasco is supervising the construction of the 
project for the Connecticut River Power Com- 
pany. The project will be one of the largest 
hydroelectric plants in the New England Elec- 
tric System and it is scheduled for completion 


n 10% 
in i: 


Combustion Eng. Enters into 
Agreement with Sulzer Bros. 


(Comsustion ENGINEERING, INC., it is an- 
nounced by Joseph V. Santry, chairman, 
has consummated a license and technical as- 
sistance agreement with Sulzer Bros., Ltd., of 
Winterthur, Switzerland, one of Europe’s out- 
standing manufacturers of boilers and power 
plant equipment. Under this agreement, Com- 
bustion Engineering will manufacture and 
market “Sulzer Monotube Steam Generating 
Plants” which have long been built by Sulzer 
Bros. and of which a great many high pres- 
sure installations have been rendering § satis- 
factory service in European countries for 
many years, 

This agreement, Mr. Santry said, represents 
the culmination of several years’ investigation 
of European development in the field of high 


steam pressures and is particularly significant 
at this time because of the interest in pressures 
above the so-called “critical pressure” of 3200 
psig. At pressures above this point, Mr. Santry 
explained, the conversion of water to steam is 
instantaneous and skips the intermediate bub- 
bling phase which characterizes the transition 
at pressures below critical. The highest pres- 
sure boiler in the world thus far is one recently 
placed in service by Combustion Engineering 
at the Kearny, N. J., power station of the Pub- 
lic Service Electric & Gas Company. This boil- 
er has a design pressure of 2650 psig, and its 
steam temperature of 1100 F is also the highest 
used in any power station to date. 

Mr. Santry said that his company is now 
prepared to build boilers for 5000 psig and 1200 
F steam temperature, and that still higher pres- 
sures and temperatures are a distinct possibility. 
With such steam pressures and temperatures, 
substantial increases over the best present-day 
efficiencies of power generation will be at- 
tained. 

Mr. Santry stated that Sulzer Bros.’ years 
of specialization in boiler designs for high 
steam pressures and their development and re- 
search in this field would be a valuable supple- 
ment to the design studies his company has been 
making for some time past looking toward the 
development of boilers for pressures in the 
5000 psig region. 


PG&E Planning 3rd New Plant 
On Pit River 


pane for the construction of still another 
big hydroelectric plant on the mighty Pit 
river, already the source of a sizable part of 
Northern and Central California’s power sup- 
ply, were announced recently by Pacific Gas 
and Electric Company. 

The latest project is Pit No. 7, consisting of 
a diversion dam and a 54,000-kilowatt power- 
house, plus a small afterbay regulating dam. It 
will cost an estimated $16,250,000. 

P. G. and E. now is building Pit 4 Power- 
house and a four-mile tunnel to divert water to 


(Continued on page 26) 
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it. This $25 million project, scheduled for com- 
pletion in 1955, will add 84,000 kilowatts to the 
Pit’s power capacity. The company also has on 
file an application for a license to build Pit 6, 
consisting of a dam and 60,000-kilowatt pow- 
erhouse to cost $19,700,000. 

Although P. G. and E. now is building or has 
on its active schedule more than 1} million kilo- 
watts of electric generating capacity in four 
steam-electric and two hydroelectric plants, in- 
cluding Pit 4 Powerhouse, the capacity of Pit 
7 will be absorbed by the demand for power 
that will exist by the time the plant can be com- 
pleted, according to the project application. 
Since 1948 P. G. and E.’s annual peak load has 
increased at an average rate of 221,900 kilo- 
watts a year, the application says. 

In addition to the Pit River development, the 
Company has applications before the Federal 
Power Commission for four plants on the 
North Fork of the Feather River to generate 
364,000 kilowatts and three plants on the Kings 
River and enlargement of a fourth to generate 
another 240,000 kilowatts. 


AGA Charts Special Range 
Features 


HE Utilization Bureau of the American 
Gas Association has designed a chart list- 
ing the names and brand products of 35 gas 
range manufacturers which have some special 
feature that differentiates their models from 
the “usual” line of automatic gas ranges. 
The special features catalogued in the chart 


are grouped under eight a: Type, 
Size, Color other than white, Top Section, 
Broiler Section, Oven Section, Additional Fea- 
tures, and Sectional Units. A code system 
makes possible the listing of the availability of 
any one special feature and the names of the 
manufacturers producing gas ranges that em- 
body that particular feature. 

Copies can be obtained from A.G.A. Head- 
quarters at a nominal cost in quantity lots. 


IBM Introduces New 
Electronic Calculator 


NTERNATIONAL BUSINESS MACHINES Cor- 

PORATION announced recently the introduc- 
tion of a new commercial electronic decimal 
calculator designed to meet the vast account- 
ing and computing requirements in areas be- 
tween those now served by its “giant brains” 
and the widely-used smaller machines such as 
the 604 Electronic Calculating Punch and the 
Card-programmed Calculator. 

Called the IBM Magnetic Drum Calculator, 
the new machine combines one of the advanced 
memory devices and the stored program con- 
cept of IBM’s big “701,” recently announced, 
with new high speed reading capacity in the 
conventional punched card equipment to achieve 
a powerful data processing machine for com- 
mercial and engineering requirements. 

The operation of its features as they might 
be used is illustrated by following the course 


(Continued on page 28) 





























The ace of spades out of 
thin air. A gold watch out of an orange. And, 
according to many Lincoln customers, the “impossible” 
things we accomplish in producing their toughest 
work on schedule. They find it a highly enjoyable show. 
May we stage it for you? Call or write 


Rabbits out of the hat. 


call 


L u Me  ¢ re ] L Ne financial printers 


NEW YORK (6): 


130 Cedar Street * WOrth 


CHICAGO (5): 732 Sherman Street * WAba 


Specialized service in all 

documents relating to 

corporate finance and 
stockholder and public relations. 
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DELTA-STAR 


INDOOR 
SWITCHING 
EQUIPMENT 


Combines Economy 
and Service 





The complete line of Delta-Star Indoor 
Switching Equipment has been proven 
by wide-spread acceptance and use 
through years of service. Exclusive 
features of design reduce overall cost by 
reducing installation time and keeping 
maintenance expenditures at an 
absolute minimum. 





Construction is simple and sturdy. 

High pressure silvered contacts prevent 
oxidation and reduce current loss. These 
switches comply with all NEMA 
standard ratings and will carry full rated 
loads continuously without undue 
heating. Engineered and built throughout 
to Delta-Star exacting standards for 
long and efficient life. 


7 .5kv to 34.5 kv 400 amp. to 500 amp., Hook or Group Operated 


EN YOU WANT THE BEST IN HIGH VOLTAGE SWITCHES, SPECIFY DELTA-STAR 


DELTA-STAR ELECTRIC ISN 


H. K. PORTER COMPANY, INC. 
2437 FULTON STREET, CHICAGO 12, ILLINOIS 


DISTRICT OFFICES IN PRINCIPAL CITIES 
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INDUSTRIAL PROGRESS—( Continued) 





of events from the time a gas and electric 
meter has been read to the time the bill is pre- 
pared. While the utility company representa- 
tive is peering with his flashlight into those 
out-of-the-way places where meters often are 
installed, the magnetic drum calculator, back 
in the home office, has stored on its drum the 
complete rate structure of the utility and is 
ready to consolidate a minimum of five opera- 
tions into one processing. When all the indi- 
vidual meter cards are fed into the machine, 
the drum calculator, by means of its Table 
Look-up feature, selects the rate applicable for 
each class of service, makes all the necessary 
calculations for the bill amount, and punches 
the result into another card along with the in- 
dicative information necessary for bill prepara- 
tion. In this application, internally contained 
self-checking features virtually eliminate the 
necessity for separate processing of the cards 
for checking purposes. The entire operation 
materially reduces the time involved in get- 
ting out the utility company’s bills. 


Catalog of Ads for 
Utility Use 
A™ catalog of ads for utility advertising— 
a list of 127 newspaper ad mats ready for 
immediate use by electric and gas companies— 
has just been issued by the Utility Ad Service 


of Chicago, Illinois. : 
The new selection contains all the ads pre- 


—— 


viously issued by the Utility Ad Service and is 
believed to be the largest and most comprehen- 
sive selection of electric and gas ads available 
in mat form. Each of the ads is available in 
either three or four column size. 

The ads in the catalog appear under nine 
categories—cooling fans, electric blankets, 
ranges, food freezers, clothes dryers, water 
heaters, lamps and lighting, adequate wiring 
and institutional. Range, clothes dryer and wa- 
ter heater ads are also available in gas version, 

Copies of the catalog are available without 
charge from ee | Ad Service; Proebsting, 
Taylor, Inc. ; . Ohio street, Chicago 11, 
Illinois. 


Information Offered on Water 
And Sewage Works 
Construction 


BROCHURE which includes Water and Sew- 
age Works Construction and shows spe- 
cific experience in sanitary engineering projects, 
is available from the Baton Construction Cor- 
poration. Pictured and described are the Porter 
Rapid Sand Filter Plant at Wilmington, Dela- 
ware and the Sewage Disposal Plant at Potts- 
town, Pennsylvania, both constructed by the 
Baton Construction Corporation. 
Copies of these can be obtained from the 
Baton Construction Corporation, 1717 Sansom 
street, Philadelphia, Pa. 








No matter how you look at it... 


Some people look at printing only from the standpoint of 
quality; others think they have to compromise quality 
when they're faced with a rush job. At Sorg, quality is 
consistently maintained while meeting your deadline. 





As specialists in every type of financial, corporate and legal 
printing, we are set up to handle design, specification of 
format, printing, binding and mailing. Printing facilities in- 
clude both letterpress and offset equipment. 

Our service is complete. 











CONFIDENTIAL 
SERVICE 
SINCE 1920 
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ceave.anesGiMY 


on this gas main extension 


The Cleveland “Baby Digger” Model 95, owned by the Minneapolis 
Gas Company, is making short work of cutting trench for a main 
extension under good digging conditions. Even greater savings were 
effected by the 95 during severe winter digging conditions. 

















Here, the same company’s Cleveland Model 80 is speedily and 
cleanly backfilling the trench shown in the top picture. The 80 is 
also an excellent pipe layer. When job conditions require backfill 
compaction, the 80 does an outstanding job with no additional men 
or equipment necessary. 


Get the full Cleveland story from your local distributor. 


ay 
ry Dy THE CLEVELAND TRENCHER CO. 
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Twofold Benefits From The 


Analysts Journal 


J, Its timely articles by the nations leading security analysts and 
economists keep you informed as to methods and trends in the 
security markets. You will be better able to present your com- 
pany in its most favorable light if you know the trend of finan- 
cial thinking as expressed in the official publication of the 
Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effective 
way to contact this influential group of investment specialists 
than to advertise in their own quarterly Journal. 

To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 
e 
To Keep Investment Markets Abreast of Your Company 


ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 








The Analysts Journel 

20 Broad Street, Room #908 

New York 5, N. Y. 

Gentlemen: 

() Please enter my subscription for one year at the subscription rate of $4.00. 


() Please send me your advertising brochure. 
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A 7,000,000 HP 
Success Story 


Achievements of Newport News personnel 
in designing and building water power 
equipment during the past thirty years 
reflect a high integration of skill and pro- 
duction facilities. 


Answering demands for hydraulic turbines 
rated as high as 165,000 horsepower and 
as low as 500 horsepower, this trained 
organization has successfully filled con- 


NEWPORT NEWS 


Interior view of spiral casing at Norris Dam 


tracts with an aggregate rated output in 
excess of 7,000,000 horsepower. 

Other essential equipment including pen- 
stocks, spiral casings, valves, pumps, gates 
and rack rakes are also designed and built 
by Newport News. 

An illustrated copy of our booklet,“WATER 
POWER EQUIPMENT,” will be sent to 
you upon request. 


SHIPBUILDING AND 
DRY DOCK COMPANY 


Newport News, Virginia 
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Fits 
the Bill 


... fo your needs 
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[ IBM | H | Accoulia | = 


IBM Accounting permits the design WARREN WATES 
of a bill to meet the requirements 

of any utility company. Data may 

be as complete as desired and 

appear in different positions on 

the bill. Bills may have one or more 

stubs for collection control purposes 

and may include duplicate records— 

without loss of preparation time. ee aeons 
Billing efficiency is just one 

of many advantages 
IBM Accounting DELTA GAS ANO ELECTRIC Co, 
brings to utility 
companies. Ask the 
local IBM office for 
complete information. | "“""". o.oo. 


1254 MADISON AVE 


345 LEXINGTON RD 
sere) sears 
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INTERNATIONAL BUSINESS MACHINES 
590 Madison Avenue, New York 22, N. Y. 
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EFFEL Hydraulic Turbines 


...@ Standard of quality since 1862 





Leffel hydraulic turbines have meant 
quality since the first Leffel turbine was 
built in 1862. In the years following 
that time the plant has been modern- 
ized, and the newest equipment has 
been added. But that original policy 
of integrity and quality, begun over 
91 years ago, has remained unchanged. 
A Leffel turbine is still designed and 
manufactured to give decades of serv- 
ice (there are Leffel turbines in use 
today which were installed over half a 
century ago). Time has shown that the 
quality features of a Leffel turbine pay 
dividends in dependability and effi- 


ciency for the power plant. 


The turbine installation in a hydraulic 
power development must give many 
years of reliable service. With Leffel 
turbines you can be sure. Write, wire 


or phone today. 


THE JAMES LEFFEL & CO. 


DEPARTMENT P ¢ SPRINGFIELD, OHIO, U.S.A. 


MORE EFFICIENT HYDRAULIC POWER FOR 31 YEARS 
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Here is... 
concise, practical data on 


steam power 
generating equipment 


and its integration in 
the efficient plant 





mee Here is an unusually comprehensive discussion of st 

Just Out—4th Edition power plant andhinery hom the standpoint of construct 
of the various types of equipment, their 

acteristics, economics, and integration in the complete p! 

S T a A M The book provides engineering data on the design of 

equipment, a knowledge of the economics of the efficient pl: 


and considerable information that will be of value in prob! 
~ O WwW f is of the selection of equipment suitable for various purp 


The author says in the Preface: “The treatment 
S T A begins with fundamentals and develops in a way that 
allows the practical man as well as the student to 
expand his knowledge progressively through the 


By GUSTAV A. GAFFERT more difficult subjects to the goal—complete inte- 
Mechanical Engineer and Partner As 6 ee 


Sargent and Lundy, Chicago Retaining the same general plan and organization which c 
tributed so to the success of the previous editions, the pre 

627 pages, 6 x 9, 432 figures, 43 tables, edition of this practical book follows an especially comp 
$8.00 hensive approach in dealing with power plant machin 

After outlining the equipment of a power plant, the bo 
shows how each piece of apparatus or equipment is ci 
See what help you can get from structed, then presents its performance characteristics, 2 
these features of the Fourth Edition finally discusses economic and other factors of its integrati 
with other major and minor machinery. A glance at 

@ includes steam and heat rates for pre- chapter headings will indicate how thoroughly the book cova 
ferred standard steam turbines of 11,500, the various elements of the steam power generating plat 


15,000, 20,000, 30,000, 40,000, 60,000, 
and 90,000 kw capacities CONTENTS: 

@ there is latest data on cyclone firing, . Introduction 14. Superheaters and 
pressurized furnaces, axial flow fans, and 2. Equipment of a Power Reheaters 


extraction cycle technique—material us- a... + ——— i Foe 


ually available only through the consult- ” Steam Turbines 17. Draft System 
ing engineer . Heat Transfer 18. Coal and Ash Handi 
@ the chapter on station design has been . Condensers 19. Pumping Equipment 
revised with more emphasis on central- . Feed-water Heaters and 29, Steam-station Costs 


‘ . Evaporators lant 
ized control and outdoor stations oy 21. ma and PI 


@ includes a more complete discussion . Fuels and Combustion P “os Ma 
of cooling towers and modern reheat . Steam-generating Units - any te 
cycles, and an up-to-date discussion of . ee ~ ing Equipment 
— application of the mercury By nll aes 23. Cycle Arrangement 
a ee . Economizers and Air 24. Binary Vapor Cycles 
Heaters 25. Station Design 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








Tue American Apprarsat Company 
ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








Ford, Bacon & Davis 


PED) vavarions Engineers esr sre" 
ASES 


REPORTS 
NEW YORK @ CHICAGO © LOS ANGELES 











FOSTER ASSOCIATES 
CONSULTANTS TO PUBLIC UTILITIES AND COMMON CARRIERS 


FAIR RETURN RATE CASES MARKET ANALYSES 
RATE DESIGN COST ANALYSES FINANCIAL ANALYSES 





88 CHESTNUT STREET, RIDGEWOOD, N. J. 
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PROFESSIONAL DIRECTORY (continued) 
GIBBS & HILL vo. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK — LOS ANGELES 
INDIANAPOLIS — SAN ANTONIO 














INCORPORATED 
ENGINEERS © CONSULTANTS © CONSTRUCTORS 


NEW YORK + READING + WASHINGTON + HOUSTON * PHILADELPHIA + ROME * MANILA + MEDELLIN 


GA GILBERT ASSOCIATES 


FOUNDED 1906 














W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 
55 Liberty Street New York 5 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 Seuth LaSalle Street & CHICAGO * Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 














Gustav Hirsch Organization, Inc. 
Consulting and Supervisory Engineers 


1347 West 5th Ave., Columbus (12) Ohio ©@ Telephones: L. D. 78—Kingswood 061! 
ALL PHASES OF PUBLIC UTILITY ENGINEERING AND SUPERVISION OF CONSTRUCTION 
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PROFESSIONAL DIRECTORY (continued) 











HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE . COLUMBUS, OHIO 

















JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
neice  — wien STUDIES— 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 


ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 





The uljia n loyouniion 
ENGINEERS ne’ in © 9 | i ah ae at ae. 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢ MANAGEMENT 
SURVEYS ¢ INVESTIGATIONS ¢ REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 











William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 


on Utility Management Consultants Specializing in REGULATORY 
waren COST ANALYSIS tan 


for past 35 years 
Send for brochure: ‘‘The Value of Cost Analysis to Management"’ 











N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 














RATES TAXES 


sre . s MIDDLE WEST _rimanet 
BUDGETING e ‘ SERVICE ADVERTISING 


PERSONNEL Fe] co ACCOUNTING 
ENGINEERING 7 e SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 
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PROFESSIONAL DIRECTORY (continued) "hl 
Pioneer Service rai, Co. 


CONSULTING, DESIGNING AND ; SPECIALISTS IN 
OPERATING ENGINEERS ' z ACCOUNTING, FINANCING, RATES, 
PURCHASING Li INSURANCE AND DEPRECIATION 








331 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 


qty” RUST ENGINEERING CO. 








PITTSBURGH 19, PA.* BIRMINGHAM 3, ALA. 
Offices in Principle U.S. and Canadian Cities 
Power Plant Design and Construction 
Boiler Settings © Chimneys © Equipment Erection 
Also sliding form work, refractory brick-work and insulation, soil compaction, other specialties. 














ENGINEERS 
CONSTRUCTORS 


SANDERSON & PORTER Sap 











Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicage 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 











Whitman, Requardt and Associates 
Publishers of the 35-year-old 
DESIGN — CONSTRUCTION HANDY-WHITMAN INDEX 
for Public Utility 
REPORTS — VALUATIONS Construction Cost Trends 
Including Hydro-Electric Properties 


1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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ALBRIGHT & FRIEL INC, 


ct. Iting i 4 gi 
Water, Sewa » and Industrial Wastes Problems 
Airfi . Refuse Incinerators, 





1 
City Planning, | Appraisals and Rates 


121 SOUTH BROAD #. PHILADELPHIA 7 


JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 








BoppDyY-BENJAMIN 


ASSOCIATES, Inc. 
CONSULTING ENGINEERS 
Power Plant Design, Specification and 
Construction Supervision 
Economic and Thermodynamic Studies 
Technical Services and Reports 


28 WEST ADAMS e DETROIT 26, MICHIGAN 








LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Illinois 




















EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Public nae Valuations, an and 
Original Cost Studie. 


910 Electric Building Indienapells Ind. 





LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSALLe St., CHICAGO 

















ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anpb SERVICE CO. 
327 So. LaSalle St., Chicago 4, UL 








LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 











GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Insurance Surveys 








A. S. SCHULMAN ELEctTrIc Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—UNDERGROUND DIsTRI- 
BUTION — Power STATION — INDUSTRIAL — 

CoMMERCIAL INSTALLATIONS 


CHICAGO Los ANGBLES 











FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuations — Depreciation 
Investigations and Reports 


122 Sour MICHIGAN AvENUB, CHICAGO 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 
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he Western Precipitation 


...us advantages to 


UBLIC UTILITIES 


Dail as most public utility power 
nerating plants are located in or adjacent to metro- 
blitan areas, the control and recovery of fly ash 
ym stack gases is a particularly important problem. 

assist power plants in solving this problem West- 

n Precipitation pioneered, almost a half century 
0, the first commercial application of the now- 
mous Cottrell Electrical Precipitator—and this type 
equipment is still universally recognized as out- 
nding in its field. 


Some years later, Western Precipitation also 
yneered the first small tube mechanical recovery 
uipment—the Multiclone Collector—to provide high 
overy efficiency at low installation cost. 


And as a result of these years of firsthand 
perience in both electrical and mechanical recov- 
method., Western Precipitation subsequently in- 
CMP unit—fly ash recovery equipment 

s in one integrated unit the advantages 

ical and mechanical recovery principles. 


CMP first passes the stack gases through a 
lone section where the heavier fly ash particles 
echanically removed. 

n the partially-cleaned gases pass through a 
\! section where the very fine fly ash particles 
ectrically recovered. 
























































MULTICLONE COTTRELL 
SECTION SECTION 





RESULT—by using a Multiclone section to re- 
move all but the finest particles, the bulk of 
the recovery operation is performed with 
relatively low-cost equipment. And using a 
Cottrell for final clean-up insures unusually 
high recovery efficiency—approaching theo- 
retically perfect, if desired. Thus, very high 
recovery efficiency is obtained at low installed 
cost. 

With CMP equipment, even small util- 
ity companies can afford adequate fly ash re- 
covery installations. But, large or small, the 
vital factor in making an efficient CMP in- 
stallation is obtaining the proper balance be- 
tween the mechanical and electrical sections 
to fit the particular requirements of each in- 
dividual application. 

This requires actual field experience— 
and no other organization can equal Western 
Precipitation’s years of first-hand experience 
in both mechanical and electrical recovery 
methods... your assurance of maximum sat- 
isfaction when you bring your fly ash prob- 
lems to this long-established organization. 


Western Precipitation Corporation 


ENGINEERS, DESIGNERS & MANUFACTURERS OF EQUIPMENT FOR 
COLLECTION oF SUSPENDED MATERIALS FROM GASES & Liguios 


Main Offices: 1064 WEST NINTH STREET, LOS ANGELES 15, CALIFORNIA 


Chrysler Bidg., New York 17 + 1 N. La Salle St. Bldg., Chicago 2 + 1429 Peachtree St. N.E., Atlanta 
Hobart Bidg., San Francisco 4 + Precipitation Co. of Canada, Ltd., Dominion Sq. Bldg., Montreal 
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Electromagnetic model and the man who developed it 
P. A. Abetti, are shown in front of full size 33,333-kv 
transformer. Model is only 1/6 the size anc 1/216 th 
weight, but reproduces almost identical transient respons¢ 


eens 






— = 


on 





$ 


Major G-E development promises new hig 
in reliability of power transformers 


Electromagnetic models predict transient voltages in power 
transformers .. . before they are built. 


With the electromagnetic model, General Elec- improvement of present designs anc’ for dev 
tric engineers can accurately determine tran- opment of new winding structures leading 
sient voltage magnitudes and wave shapes at reduced size and weight, increased ‘eliabilit 
any points in a transformer winding and for all 


types of impulse waves A new tool has been created for « -celerati 


transformer progress. Its successful _pplicati 
Accurate knowledge of these voltages—in the is already being reflected in imp ved G 
design stage—is a vital factor in determining power transformers. For more i: >rmatid 
the most effective use of transformer insulation. write to Section 421-2E, General FE ctric 
Electromagnetic models are also being used for Schenectady 5, New York. 
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